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Hear These Speakers in Chicago 


Program of the Fiftieth Annual Convention of the American 
Bankers Association Will Bring to the Conclave Authorized 
Views from Prominent Figures in Agriculture, Legislation, Manu- 
facturing, Railroads, the Judiciary. Departmental Meetings. 


HE fiftieth annual convention of 

the American Bankers Association 

at Chicago—Sept. 29 to Oct. 2, in- 

clusive—will be more than an open 
forum on banking. 

The views of prominent spokesmen for 
the great groups that make up American 
life and industry—agriculture, transporta- 
tion, manufacturing, banking and govern- 
ment—will be presented to the representa- 
tives of the 22,000 banks gathering in annual 
conclave for the consideration of banking 
problems and the interchange of advanced 
thought in financial affairs. 

Adhering to the custom of past years, 
the program has been so arranged that 
the attending bankers may be present at the 
divisional sessions as well as at the gen- 
eral convention. The general sessions will 
be held during the morning of the last 
three days, while the divisions will have 
one afternoon each to devote to a discus- 
sion of the outstanding problems pertinent 
to their activities, 

The theater in the Auditorium will be 
the scene of the general sessions, while the 
divisional meetings will be held in the gold 
room at the Congress Hotel, where head- 
quarters of the Association will be estab- 
lished. 


Viewpoint of Major Groups 


HE viewpoint of the major groups rep- 

resenting the American business world 
will be presented to the bankers, rather than 
the viewpoint of a single group. On the 
opening day of the general sessions, the 
convention will be addressed by Edwin T. 
Meredith, former Secretary of Agriculture 
and the head of the Meredith Publications 
of Des Moines, Iowa. Mr. Meredith will 
discuss phases of the agricultural situation— 
and tell of the condition of America’s basic 
industry. He will be followed by Dwight W. 


Morrow, a inember of the firm of J. P. Mor- 
gan & Co. of New York, who has won a 
world-wide reputation as an international 
banker. Mr. Morrow recently shattered a 
popular illusion by showing that the suc- 
cess of a great international loan, in the 
final analysis, depends upon a vast number 
of small investors, rather than upon the 
caprice of a few vast international banking 
firms. 

Arthur Reynolds, president of the Conti- 
nental and Commercial National Bank of 
Chicago, the largest bank outside of New 
York City, an authority on banking, and a 
former president of the American Bank- 
ers Association, will address the general 
convention on the second day on “Tuning in 
With Events.” He will be followed by C. 
H. Markham, head of the Illinois Central 
Railroad of Chicago. 

“The Railroads as Factors in Business” 
will be the subject of his remarks, and the 
visiting bankers will learn what an effective 
contribution to the business of the country 
the railroads make through their purchase 
of supplies and equipment. Doubtless Mr. 
Markham will touch upon other angles of 
the problems confronting the railroads, such 
as the difficulties they find in obtaining capi- 


tal to finance new extensions and other- 


obstacles that they have to surmount, which 
are matters of moment to the bankers as 
well as the transportation interests. 


To Make Securities Secure 


OHN E. EDGERTON, president of the 

National Association of Manufacturers, 
will address the convention on “Making Se- 
curities Secure.” As head of this associa- 
tion, which includes within its membership 
2 great proportion of the industries in 
America that are called the sinews of the 
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country, Mr. Edgerton is regarded as an 
authorized spokesman of the interests en- 
gaged in the constructive work of making 
things that have made the United States 
the first nation in the world. 


Legislator’s Viewpoint 


HE voice of the men making and inter- 

preting the laws of the country will be 
sounded on the concluding day when Sen- 
ator George Wharton Pepper of Pennsyl- 
vania will address the bankers on “Banks 
and the Government.” Senator Pepper, since 
obtaining a seat in the “world’s greatest de- 
liberative body,” has been active in shaping 
the course of legislation dealing with banks. 
Named as a member of the Senate Com- 
mittee on Banking and Currency, Senator 
Pepper has been intrusted by the adminis- 
tration leaders to handle several important 
bills during his relatively brief period of 
service in Congress. His broad knowledge 
of the law and his experience as a counselor 
in financial matters qualified him to take 
a major role in perfecting the amendment, 
which dealt with the rate of taxation that 
might be applied to national banks under 
Section 5218 of the revised statutes. He 
was chosen by the administration leaders to 
steer the McFadden Bill, which sought to 
modernize the National Banking Act 
through the Senate at the last session, in 
event this legislation ever advanced beyond 
the cloister of the committee rooms and 
came to the floor of the Senate. 

The “Responsibilities of Citizenship” will 
be discussed before the convention by Justice 
James C. Cropsey of the Supreme Court of 
New York for the Second District, Brook- 
lyn, New York, so that the bankers may 
get the judical viewpoint of the men who 
interpret what the lawmakers meant when 
they framed the legislation governing the 
American people. 
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Hon. Edwin T. Meredith, ex-Secretary of Agriculture, who will 
deliver an address at the Convention 


Trust Companies 


HE initial official event of the fiftieth 

convention will be conducted by the Trust 
Company Division. At 9.30 o’clock on Mon- 
day morning of Sept. 29, Evans Woollen, as 
president of this division, will call the meet- 
ing to order, and after an invocation the 
convention will be inaugurated. After a 
summary of the work of the Division by 
Leroy A. Mershon, deputy manager, James 
Dunn, Jr., vice-president of the Union Trust 
Co., Cleveland, Ohio, will discuss “The 
Revenue Act and Fiduciary Business.” 
Upon its conclusion Mr. Dunn will lead an 
open discussion on the opportunities for 
banks to serve in fiduciary capacities under 
the tax law as amended during the last ses- 
sion of Congress. 

Thomas C. Hennings, vice-president of 
the Mercantile Trust Co. of St. Louis, will 
address the session on “The Greatest Father 
in the World.” Other phases of trust com- 
pany activities will be covered by William 
Rhodes Hervey, vice-president of the Pacific 
Southwest Trust & Savings Bank of Los 
Angeles, the subject of his address being 
“Today and Tomorrow.” 


Savings Banks 


Savings Bank Division will hold 
its session on the afternoon of Sept. 29. 
A variation from the usual program will 
be made by this division by the presenta- 


tion of a moving picture, “Dollar Down,” 
as one of the main features of the session. 


Thomas C. Hennings, vice-president, 
Mercantile Trust Co., St. Louis 
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Charles H. Markham of Chicago, long identified with the Illinois 
Central Railway and other important traffic enterprises. 


This film, nearly a year in the making, 
teaches thrift in the graphic style of the 
movies. With Ruth Roland, the nationally 
known actress, and Henry Walthall, the 
“Little Colonel” in “The Birth of a Na- 
tion,” in the leading rdle, the film has evoked 
wide admiration in its pre-release showings. 
It will have its first public presentation 
at the Chicago convention. 

In recognition of the importance of mort- 
gage loans to savings banks, Frank J. Par- 
sons, vice-president of the United States 
Mortgage and Trust Company of New York, 
will deliver an address on “The Banker 
and the Real Estate Mortgage Field.” In 
the discussion following that Mr. Parsons 
will lead, it is contemplated that emphasis 
will be laid upon mortgages on homes. 

The afternoon of Tuesday, Sept. 30, will 
be given over to the State Bank Division. 


State Banks 


oo will be two speakers featured 
on the program, Governor Charles H. 
Brough of Arkansas, who is one of the most 
eloquent speakers in public life, will de- 
liver an address before the division. Dr. 
W. A. Ganfield, president of Carroll Col- 
lege, Waukesha, Wis., will follow him. The 
program will permit of discussion of the 
activities of the state banks, which are the 
most numerous group of banks in the coun- 
try. 

The State Secretaries Section will meet 
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John FP. Edgerton, president, National Association of Manufacturers, 
representing industry, will address the convention on 
“Making Securities Secure” 


Hon. George Wharton Pepper, United States Senator from Penn- 
sylvania, famous as a lawyer and as a public speaker. He will discuss 
“Banks and the Government” 


at 2 p. m. Tuesday, Sept. 30, in the Rose 
Room of the Congress Hotel. Following 
the address of the president, Mrs. Helen M. 
Brown and the reports, Stephen I. Miller, 
Jr., Educational Director of the American 
Institute of Banking will speak on “Bringing 
the American Institute of Banking to the 
Country Banker”; and O. Howard Wolfe, 
cashier of the Philadelphia (Pa.) National 
Bank will speak on “Analysis of Accounts in 
Country Banks.” 


National Banks 


HE National Bank Division session will 

be held on Wednesday, Oct. 1, in the 
afternoon. The president of the Division, 
Thomas R. Preston, president of the Hamil- 
ton National Bank of Chattanooga, Tenn., 
will preside and deliver the annual address. 
After the appointment of the several conven- 
tion committees, an address by a speaker 
of national promirence will be delivered. 

The program, prepared with a view to 
drawing from members of the Division 
their viewpoints on certain designated sub- 
jects pertinent to national banks, contains a 
number of timely matters. Thus there will 
be presented “The Advertising Value 
and Community Service Return from Small 
Accounts Carried at an Actual Expense.” 


The discussion will be opened by Frank 
Roberts, president of the Calcasieu Na- 
tional Bank, Lake Charles, La., and con- 
tinued by B. G. Huntington, president of the 
Huntington National Bank of Columbus, 
Ohio. “The Proportion of Loanable Funds 
Which a National Bank May Lend Upon 
Real Estate Security, and the Practicability 
of Maintaining a Definite Ratio Between 
Real Estate Loans and Permanent Invest- 
ments in Other Securities” will be presented 
by Thomas M. Steele, president of the First 
National Bank, New Haven, Conn. S. M. 
McAshan, vice-president, South Texas Com- 
mercial National Bank, Houston, Tex., will 
also speak on real estate loans. 

National bank circulation, important just 
at this time in light of the decision of the 
United States Treasury Department to call 
in bonds, bearing the circulation privilege, 
will be discussed by William J. Byerly, 
president Farmers National Bank and Trust 
Co., Winston-Salem, N. C. 


Clearing Houses 


Se annual session of the Clearing House 
Section will be held on Thursday after- 
noon, Oct. 2, starting at 2:30 o’clock. 

After the opening address by Francis 
Coates, Jr., as president of the Section, 


Col. Thomas B. McAdams, vice-president 
of the Merchants National Bank of Rich- 
mond, Va., and former president of the 
American Bankers Association, will discuss 
the clearing house as “An Essential Wheel” 
in banking. George Woedruff, president of 
the National Bank of the Republic, Chicago, 
will present “Analyzing Our Accounts.” 
Twenty minutes will be devoted to a discus- 
sion of various points raised by the ad- 
dresses. 

The account that is an expense to the 
bank will be treated by John F. Tufts, presi- 
dent of the Union Market National Bank 
of Watertown, Mass., in his discussion on 
“Shall We Charge the Unprofitable Ac- 
count?” “Watching the Duplicate Bor- 
rower” will be presented by C. W. Allen- 
doerfer, vice-president of the First National 
Bank of Kansas City, Mo. “How Better 
Protection for the Country Banker” can 
be obtained will be revealed by C. A. Chap- 
man, president of the First National Bank 
of Rochester, Minn. 


Bank Auditors 


| conjunction with the convention, there 
will be a national conference of bank 
auditors who are considering the advisabil- 
ity of organizing a national association. 
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Hon. James Church Cropsey of Brooklyn, Justice of the Supreme. Dr. 


Court of New York 


They will hold a session on the afternoon 
of Oct. 1. A rather extensive program 
has been arranged. Francis Coates, Jr., 
president of the Clearing House Section, 
will address the auditors on “Recognition 
of the Status of the Auditor in the Gen- 
eral Scheme of Bank Organization.” Mem- 
bers of several city organizations will re- 
late their experiences, while other addresses 
are: “Your Cooperation” by Andrew Rus- 
sel, auditor of public accounts, Springfield, 
Ill.; “Public Accountants and Bank Au- 
ditors” by Edward E. Gore, 
American Institute of Accountants, Chicago, 
and “The Need for a National Organiza- 
tion,” R. H. Fulton, president, California 
Association of Bank Auditors and auditor, 
Merchants National Bank, Los Angeles. 


Examiners and Managers 


LEARING House Examiners and Man- 

agers will participate in a symposium at 
2 p. m., Monday, Sept. 29, in the Rose Room 
of the Congress Hotel. Charles H. Meyer, 
Clearing House Examiner, Chicago, will pre- 
side. The tentative program follows: 
“Clearing House Examination as a Pre- 
ventive or Constructive Agency,” W. P. 
Gephart, vice-president, First National Bank, 
St. Louis, Mo.; “Operation of the Clearing 
House Examiner in a Small Banking Com- 


president, - 
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William A. Ganfield, president Carroll College, Waukesha, Wis., 


speaker in the State Bank Division Mecting. 


munity,” T. P. Farmer, Clearing House Ex- 
aminer, Tulsa, Okla.; “Ratio of Bank Cap- 


Hon. Charles H. Brough, economist, 
former Governor of Arkansas, known 
to many for his ability as a speaker 


talization to Deposit Liability,” William P. 
Flynn, Clearing House Examiner, Indian- 
apolis, Ind.; “Methods of Handling ‘Safe- 
Keeping’ by Banks and the Best Way of Ex- 
amining this Department,” Martin McLean, 
Clearing House Examiner, Seattle, Wash. ; 
“To what extent should Clearing House Ex- 
aminers act, cooperate and confer with the 
representatives of the Comptroller of the 
Currency, the Federal Reserve Banks and 
the State Superintendents of Banks?” A. G. 
Biggerstaff, Clearing House Examiner, Kan- 
sas City, Mo.; “Getting the Most out of 
Clearing House Bureaus of Credit and 
Reports of Commercial Agencies,” Allan 
Rabourn, Clearing House Examiner, Colum- 
bus, Ohio; “Possibility of Cooperative 
Marketing Being Conducted Through Clear- 
ing Houses in Small Communities,” William 
H. O’Toole, Clearing House Examiner, La 
Crosse, Wis.; “Clearing House Examiner’s 
Relationship to the Clearing House Com- 
mittee,” Charles H. Meyer, Clearing House 
Examiner, Chicago, Ill.; “What an Ex- 
aminer Should Be,” William M. Hardt, 
Clearing House Examiner, Philadelphia, 
Pa.; “To What Extent May Credit Investi- 
gations Be Extended Outside of the Bank 
Under Examination,” C. A. Burkhardt, 
Clearing House Examiner, Denver, Col.; 
“Effective Methods for Making a Simul- 
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taneous Examination and Verification of 
Main Offices and Branches of a Bank Doing 
a Branch Bank Business,” Mark A. Wilson, 
Clearing House Examiner, Detroit, Mich.; 
“Examinations of National Banks by Clear- 
ing House Examiners to be Accepted by 
the Comptroller of the Currency, in Lieu of 
Examinations Made by Committees of 
Boards of Directors,” William P. Flynn, 
Clearing House Examiner, Indianapolis, 
Ind.; “The Comparative Value of Endorse- 
ments, Guaranties and Surety-Ship Contracts 
on Loans and Lines of Credit,” Francis 
Coates, Jr., Clearing House Examiner, 
Cleveland, Ohio. 


Entertainment 


HE Chicago bankers have not lost sight 

of the lighter side of life. To drive 
away dull care the banker-hosts have ar- 
ranged a full entertainment program dur- 
ing the days of the convention and have 
arranged a golf tournament at the Olympia 
Fields Country Club on Friday, Oct. 3. A 
special train will be provided over the IIli- 
nois Central Railroad to the club grounds 
to speed the contestants and followers to 
the links. A luncheon and dinner will be 
served at the country club, and prizes will 
be awarded to the winners. 

The program is as follows: 

Monday, Sept. 29—3 :00-4:00 P.M. Enter- 
tainment and luncheon for ladies at the 
Edgewater Beach Hotel. Buses will be 
provided for a trip through the residential 
sections and Lincoln Park; 6:00 P.M. Sub- 
scription dinner, Association of Reserve City 
Bankers, at the Chez Pierre. 

Tuesday, Sept. 30—9 :30-10:00 A. M. Con- 
cert, Convention Auditorium; 8:15 P. M. 
Theater Party. 

Wednesday, Oct. 1—9:30-10 :00 A.M. Con- 
cert, Convention Auditorium; 6:30 P.M. 
Dinner to Presidents and Secretaries of 
State Bankers Associations and Incoming 
American Bankers Association State Vice- 
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Frank J. Parsons, vice-president, United States Mortgage and Trust 
Co., New York, speaker in the Savings Bank Division 


Presidents; 8:15 P.M. Theater Party for 
ladies; 8:30-12:00 P.M. Smoker for men, 
Medinah Shrine Temple. Buffet supper. 
Thursday, Oct. 2—9:30-10:00 A.M. Con- 
cert, Convention Auditorium; 6:30 P.M. 


Subscription Dinner, National Alumni As- 
sociation, American Institute of Banking, 
at the Auditorium Hotel; 9:00 P.M.-2:00 
A.M. Grand Ball at Drake Hotel. Buffet 
supper. 


Thrift Portrayed on the Silver Screen 


By W. R. MOREHOUSE 


Vice-President Security Trust & Savings Bank, Los Angeles 


T was my good fortune to be present 

at a recent pre-view of Ruth Roland’s 

new film “Dollar Down.” I found it most 
absorbing. Although it was on the screen 
for one hour and fifteen minutes, it seemed 
more like fifteen minutes. 

As every banker knows thrift is generally 
regarded as being a very dry subject. People 
are usually bored with its dryness. They do 
not select a book on thrift for vacation read- 
ing. The person who undertakes to deliver 
a lecture on the subject is either told to 
“cut it out,” or “make it short and snappy.” 
Thrift is looked upon as one of the most un- 
interesting subjects with which we have to 
deal today, and the unfortunate thing is, 
some of our savings bankers have accepted 
this interpretation as being correct. To me, 
thrift is a fascinating game, full of thrills, 
full of the joys of earning and saving for 
a purpose, full of the satisfaction of being 
prepared to make a good investment at the 
opportune moment. It brings contentment 


of mind, for by the practice of thrift, the 
saver fortifies himself against unexpected 
emergencies and, best of all, it makes it 
possible for him to acquire his own home. 
There is just as much joy in saving as 
spending when a thrifty habit has been 
acquired, for, in the last analysis, every per- 
son is desirous of getting ahead. 

Ten years ago, the “chicken of the sea,” 
technically known as albicore, a member of 
the tuna family, was regarded as being only 
fit for fertilizer. Fishermen caught the 
albicore for no other purpose. No one ate 
them because they were regarded as unfit 
for food. Today this same fish is a delicacy, 
and is referred to as “the chicken of the 
sea.” Fishing fleets go hundreds of miles 
in search of the fish. Ten years ago, the 
broadbill swordfish, like the albicore, was 
regarded as unfit for food, and it, too, was 
sent to the fertilizing plant. People who 
tasted it then pronounced it dry, coarse and 
of poor flavor. Today it heads the list as 


the highest priced and the finest flavored 
salt water fish on the market, and sells read- 
ily at 50 cents a pound. No change has 
taken place with the fish—the albicore and 
the swordfish are identically the same as they 
were ten years ago. The change has taken 
place in the mind of man. What was dry, 
coarse and almost tasteless has become a 
sweet, appetizing morsel. 

I believe that thrift can be made more 
popular. The drawbacks (mostly imaginary) 
can be removed. To bring this change about, 
our savings bankers will need to get a new 
perspective of this most fascinating subject. 
Instead of painting it as a practice which 
calls for great sacrifices of the joys of liv- 
ing, it needs only to be presented as a 
practice which brings joys and happiness to 
those who are truly thrifty. 

To the bankers who attend the coming 
annual convention of the American Bankers 
Association in Chicago, an opportunity is 
given to see Ruth Roland’s new 7-reel picture 
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“Dollar Down.” You have read thrift 
literature by the hour, and you have heard 
many good thrift talks, and now you will be 
privileged to view, perhaps for the first 
time, an absorbing story of thrift acted out 
on the silver screen. Perhaps you are a 
bit skeptical as to whether or not thrift can 
be so transformed as to make it the founda- 
tion stone for a most remarkable motion 
picture. To produce “Dollar Down” it 
required more than four months time. 
Hundreds of thrifty school children were 
used in support of the leading players in the 
making of this great picture. It is among 
the best presentations of the value of thrift 
ever placed before the American Public. 
Every banker attending the convention 
should make it a point to see this picture 
Monday afternoon, Gold Room, Congress 
Hotel. The picture is on the program of 
the Savings Bank Division. 


Reduced Railroad Rates 


HE attention of members is called to the 

article appearing in the August issue of 
the JournaL, page 93, giving information 
concerning reduced rates to Chicago for the 
convention, September 29-October 2, 1924. 

A fare and one-half for the round trip on 
the identification certificate plan for delegates 
and immediate members of their families 
has been authorized. Stop-over privileges 
will be allowed at certain points going and 
returning, or both, provided passengers reach 
the original starting point not later than 
midnight of the final return limit punched 
in tickets. In order to take advantage of 
the reduced fare, it is necessary that the 
trip be made going and returning via the 
same route. For detailed information, in- 
quiries should be made of your local ticket 
agent. 

One certificate is to be used by a delegate 
and the immediate members of his family, 
and members receiving the certificate should 
fill in the name of the delegate and those 
accompanying him. 

If more than one person will attend from 
a bank which is a member, additional cer- 
tificates will be required and will be fur- 
nished upon application to W. G, Fitzwilson, 
Secretary of The American Bankers Asso- 
ciation, 110 East 42nd Street, New York 
City. 

Round trip tickets require validation at 
Chicago by agents of the terminal lines at 
the depot or the Congress Hotel. 


The second general convention of the Na- 
tional Association of Bank Women will be 
held simultaneously with the American 
Bankers Convention in Chicago, Sept. 29 
to Oct. 2. The Drake Hotel has been 
selected as the official headquarters. There 
will be a three-day session. Miss Jean Arnot 
Reid, manager of the Women’s Department 
of the Bankers Trust Company, New York, 
is convention chairman. 


The Financial Group of the Special 
Libraries Association will hold a financial 
library exhibit in connection with the Chi- 
cago Convention, Sept. 29-Oct. 2. The ex- 
hibit will be held in the lobby of the box 
floor of the Auditorium Theatre. 
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Miss Ruth Roland admires the “Thrift 
Fairy” in the Thrift Parade held in 
Los Angeles during the filming of 
“Dollar Down.” This film will be 
shown during the A. B. A. Convention 


Trust Company Confer- 


ence, Salt Lake City 


Bm Second Regional Trust Campany 
Conference of the Pacific Coast and 
Rocky Mountain States will be held under 
the auspices of the Trust Company Division 
of the American Bankers Association at 
the Hotel Utah in Salt Lake City on Tues- 


day and Wednesday, October 7 and 8. 


The States comprising this region are 
Arizona, California, Colorado, Idaho, Mon- 
tana, Nevada, New Mexico, Oregon, Utah, 
Washington and Wyoming. 

The program will be limited to those sub- 
jects pertaining to Trust Company business 
and will be presented by a speaker who is 
a well known authority upon the topic as- 
signed. The presentation of each subject 
will be followed by a general discussion. 

The committee will be pleased to receive 
suggestions regarding suitable topics, as a 
wide scope is desired. Members desiring 
to offer suggestions should submit them to 
L. H. Roseberry, Vice-President Security 
Trust and Savings Bank, Los Angeles. 

The conference will close with a banquet 
to be held Wednesday evening, October 8, 
at which the visiting members will be the 
guests of the Trust Company Section of the 
Utah Bankers Association and the Asso- 
ciated Banks of Salt Lake City. 

A luncheon will also be given to the mem- 
bers by the Salt Lake Chamber of Com- 
merce and Commercial Club, Wednesday, 
October 8. 

Salt Lake’s four golf courses will be open 
to the members. Automobile trips to the 
world’s greatest copper mine at Bingham 
Canyon, to Saltair and to other points of 
interest will be made. 

Special arrangements will be made for 
entertainment of ladies accompanying mem- 
bers. 


A tentative list of the topics to be dis- 
cussed and those who will lead the discussion 
is as follows: 

“Should Small Banks Enter the Trust 
Field ?”, Leroy McWhinney, trust officer, the 
United States National Bank, Denver, Colo. : 
“The Public Relations of Trust Companies,” 
Henry H. Judson, trust officer, Seattle Title 
Trust Co. Seattle, Wash.; “Managing 
Businesses for Trusts,’ F. M. Michelson, 
cashier, Utah Savings & Trust Co., Salt 
Lake City, Utah; “Qualifications for a Trust 
Officer,” Bruce H. Grigsby, vice-president, 
Pacific-Southwest Trust & Savings Bank, 
Los Angeles, Cal.; “Extending Trust Com- 
pany Service,” Leroy A. Mershon, secretary, 
Trust Company Division, American Bankers 
Association, New York, N. Y.; “High 
Lights of the Trust Company Convention 
at Chicago,” L. H. Roseberry, vice-president, 
Security Trust & Savings Bank, Los Ange- 
les, Cal.; “Methods of Carrying Stock in 
Trusts,” Lane D. Webber, vice-president, 
First Trust & Savings Bank, San Diego, 
Cal.; “Advisability and Legality of Holding 
Non-legal Investments in Trust Estates,” 
R. M. Sims, vice-president, Mercantile Trust 
Company of California, San Francisco, Cal.; 
“The New Federal Income and Estate Tax 
Law as Affecting Trust Companies,” Sey- 
mour Wells of the firm of Scholefield, Walls 
& Co., certified public accountants, Salt 
Lake City; “Trust Fund Savings Account,” 
J. E. McGuigan, Humboldt Savings Bank, 
San Francisco, Cal.; “Life Insurance and 
Its Relation to Estates and Trusts,” Leslie 
G. McDouall, assistant trust officer, Fidelity 
Union Trust Co., Newark, N. J.; “Benefi- 
cial Interest under Trusts, Their Status, 
Methods of Sale, Transfer, Hypothecation, 
Need of Administration, Where Foreign Ad- 
ministrator or Executor Has Been Ap- 
pointed,” Marc Ryan, assistant vice-presi- 
dent,, Seventh and Olive Street Branch, 
Bank of Italy, Los Angeles. 


= 
‘ 
f 


The Uncertain Fate of the National 
Bank Note Privilege 


By HOMER JOSEPH DODGE 


If Treasury Follows Announced Policy, Last of Time Revered 
Notes Will Disappear from Circulation by 1938. Will Their 


Passing Rob Our Currency of Part of Its Elasticity ? 


Governor 


Crissinger of Federal Reserve Board Offers a New Proposal. 


NLESS Congress takes action dic- 
tating a contrary policy it is 
likely that the last National Bank 
note will disappear from circula- 

tion by 1938 at the latest and possibly by 
1930. The Treasury has inaugurated a new 
policy of retiring this medium of circulation 
which has been in use in the United States 
since the Civil War. 

First intimation of the intention of the 
Treasury to dispense with the National 
Bank notes came last June when it was an- 
nounced that $118,000,000 in circulation 
bonds, falling due next February, would not 
be refunded with bonds bearing the circu- 
lation privilege. Inquiry developed that 
not only did the Treasury intend to retire 
an equal amount of National Bank notes 
but would proceed with a policy of redeem- 
ing other outstanding circulation bonds. 

A total of $738,000,000 in circulation 
bonds now secure National Bank notes. The 
bulk of these, $600,000,000, mature in 1930. 
These are U. S. Consols and bear 2 per 
cent. The other principal issues are the 
Panama Canal 2 per cents, callable in 1916 
and redeemable in 1936, of which there are 
$49,000,000, and the Panama Canal 2 per 
cents, callable in 1918 and redeemable in 
1938, of which there are $26,000,000 out- 
standing. It will be seen that, under a 
policy of retirement, the National Bank 
notes would all be retired in 1938 at the 
latest and, if the Treasury decides to take 
advantage of its option to call, all may be 
retired by 1930. 


Attracted Little Attention 


HE announcement that the Treasury 

would begin retirement of circulation 
bonds was made in the midst of the Demo- 
cratic National Convention and received a 
minimum of publicity. It caused a slight 
increase in the market price of the bonds 
on later issues, but otherwise escaped pub- 
lic notice and, so far as indications at Wash- 
ington can be trusted, came to the attention 
of relatively few national bankers, save, of 
course, those directly affected by the retire- 
ment next February. 

Important currency questions are involved 
in the whole operation and there is substan- 
tial difference of opinion regarding the de- 
sirability of doing away with a currency 
which has been in service and familiar to 
the American people for more than half a 
century. 

It is true that the framers of the Fed- 


eral Reserve Act contemplated that ulti- 
mately the Federal Reserve notes would 
supplant the National Bank notes, but sub- 
sequent events have caused the wisdom of 
such a course to be questioned. In its 
present policy, the Treasury proceeds on the 
theory that the Federal Reserve notes will 
flow in to take up the void created by the 
withdrawal, within a short time, of about 
three quarters of a billion dollars in cur- 
rency. About this there is difference of 
opinion. 


Notes Not Elastic 


HE principal objection raised to the 

National Bank note at the time the Fed- 
eral Reserve Act was under discussion was 
that it constituted an inelastic currency. 
This was generally conceded to be true when 
the National Bank currency was taken by 
itself and constituted the principal medium 
of circulation. There was no instant re- 
sponsiveness to the needs of business, as in 
the case of the Federal Reserve note. In- 
crease in available circulation was possible 
but slow and cumbersome. With the growth 
of communities, new National Banks were 
organized, gradually adding to the note is- 
suing capacity, but there was no instru- 
mentality for quick issues to supply short- 
ages. Currency panics resulted, notably 
that of 1907. 

Decision in the matter of whether or not 
to dispense with the National Bank circu- 
lation must hinge on the doctrine held by 
a majority of Congress in respect to cur- 
rency supply. If a large supply is regarded 
as desirable, the National Bank note will 
be retained; if advocates of restricted cir- 
culation win the day, the National Bank 
note will go. 

The monetary considerations to be studied 
before a decision on this question are of 
profound importance. 


National Bank’s Attitude 


IRST, the attitude of the National banks 

toward the note is pertinent. In recent 
years, the note has not been looked upon 
with particular pride by the large city banks. 
National Bank note circulation has been 
largely confined to small town institutions. 
But the fact has remained that all the Na- 
tional banks could issue notes were they so 
inclined. This constituted a reserve of ex- 
pansion for them which could be used in 
time of need. While many big city national 
bankers probably would not at first consid- 
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eration see much objection to a proposal to 
retire their circulation, it is reasonably cer- 
tain that should wholesale retirement actu- 
ally begin, the issuing privilege suddenly 
would be looked upon with increased satis- 
faction. What this attitude will finally de- 
velop into must await the nearer approach 
of the retirement date. 

The fact is, however, that National Banks 
are becoming increasingly incensed at the 
restriction of their activities and privileges, 
as compared to those of State chartered 
institutions. The branch bank question 
rankles. Comptroller of the Currency, 
Henry M. Dawes, frankly declares that con- 
tinuation of a policy of discrimination 
against National Banks will mean the dis- 
integration of the national banking system. 
The last few years have seen a heavy exo- 
dus to the shelter of State laws and the 
enjoyment of State privileges. 

A question which must be considered with 
the utmost care is what will the effect of 
loss of the circulation privilege have upon 
national banks? Will they regard the loss 
as another step in curtailment of*their privi- 
leges and flock anew from the national 
banking system? The answer to this query 
is of the utmost importance. 


What Is Note Capacity ? 


HE note issuing capacity of the Federal 

Reserve Banks is dependent absolutely 
upon the membership of banks in the Fed- 
eral Reserve System. The Treasury now 
is proceeding on the theory that the hun- 
dreds of millions of national bank notes 
will be readily supplanted by Federal Re- 
serve notes. This being so, a study of the 
extent to which the Federal Reserve Banks 
can issue notes is imperative. 

Assume that the national banks, seeing 
their last principal distinctive privilege taken 
away from them, see little else to hold them 
in the system and take out State charters, 
The records show that while some State 
chartered banks join the Federal Reserve 
system, they are very few in comparison 
with the whole number. The branch bank- 
ing restrictions and many others imposed 
by the Federal Reserve Board would keep 
many banks out which now are members 
solely because of their national charters 
making membership compulsory. Assume, 
then, a general exodus of national banks 
from the system, taking with them, of 
course, the resources which they had con- 


(Continued on page 189) 


The Secret of the Crop Report 


By SAMUEL A. JONES 


Secretary, Crop Reporting Board, Department of Agriculture, Washington, D. C. 


Though Hundreds of Persons Are Employed in Making the 
Estimate, Only a Small Group Know What the Report Con- 
tains Until Just Before It Is Given to the Public. 
Windows Darkened and Screened, Telephones Disconnected. 


EHOLD, I have heard that there 
is grain in Egypt, get you down 
thither and buy for us from 
thence.”—Jacob’s instructions to 

his sons, Genesis 42:2. 

Jacob was not the first man any more 
than he was the last to be interested in a 
crop report. The caveman, seeking his store 
of nuts and roots; the prehistoric lake 
dweller garnering tiny seeds from the 
grasses to serve his needs, no doubt listened 
attentively and turned their steps to where 
nuts, seeds, and roots were reported to be 
larger, richer and more numerous. 

The life of Jacob and his family de- 
pended upon the truthfulness of the report 
that there was grain in Egypt. In parts of 
the world, as we have seen lately, crop 
failure still leads to famine and death. In 
the advanced portions of the earth, the 
agencies of trade and commerce, with the 
development of transportation facilities, 
have provided a fair degree of security 
against the effects of a local failure of the 
harvest. But a single year of world-wide 
crop disaster would lay the gaunt shadow 
of famine across even our own land of 
plenty. 

In the United States about one-fourth, 
and in the world at large probably more 
than one-half, of the entire working popula- 
tion is engaged in the’ production of food 
and other farm products; another large 
element of the population in its distribution 
and elaboration for use; while the entire 
population thrice daily or oftener spends 
from one-half to one and even two hours 
in consuming food. 

Considering the profound infiuence of the 
harvest upon the general welfare and its 
immediate effect upon so large a proportion 
of the population, it is not surprising that 
reports on the prospect and out-turn of the 
crop have such a hold upon popular thought 
and conversation. The character of the 
harvest. is one of the principal factors in 
determining whether the ensuing season of 
trade shall be active or dull and the con- 
dition of the country at large prosperous, 
or the reverse. 


Special Needs of Crop Reports 


NFORMATION concerning crop pros- 

pects, aside from being a barometer of 
trade, is required to meet a multitude of 
special needs, among them the following: 

To guide in financing production storage, 
movement and manufacture of food and 
other farm products. . 

To allow for providing cars and ships in 
sufficient number and at the time and place 


‘needed to prevent loss of perishables, and 


to move supplies at the proper time to meet 
domestic and foreign demands. 

To assist producers to decide concerning 
the most profitable disposition of their 


‘crops, whether to be used on the farm or 


sold; and the best time for selling. 

To help farmers in planning their plant- 
ing program, i.e., the best division of the 
acreage as between different crops. 

To permit of assembling supplies of ma- 
chinery and other manufactured products 
in the different sections of the country in 
quantity proportional to the varying pur- 
chasing power of each as determined by 
the outcome of the harvest. 

To give early and widespread knowledge 
of the approximate size of the crop, thus 
laying the foundation for orderly, safe and 
fair trading. 

To assist in the prompt and economical 
handling of the crops through regular trade 
channels. 

Uncertainty concerning supply discour- 
ages legitimate trade. Dealers are compelled 
to exact higher margins of profit to protect 
themselves against possible losses. Prices 
fluctuate violently, business is upset, and 
the producer, consumer, and legitimate bus- 
iness agencies all suffer; while perhaps a 
few speculators gain. 

With the improvement in means of 
transportation during the first half of the 
last century and the enlarging volume of 
movement of commodities between different 
sections, the demand grew more and more 
insistent that the Government undertake to 
collect and disseminate unbiased and ac- 
curate information concerning crop condi- 
tions and prospects. This demand became 
compelling during the period of the Civil 
War, with the resulting establishment of 
the Government Crop Reporting Service in 
1862. 

The Government crop reports include 
many items, among the most important of 
which are annual reports by States and the 
United States of acreages planted to differ- 
ent crops, estimates of the condition of 
growing crops as a percentage of normal, 
forecasts of yields per acre and total pros- 
pective production during the growing sea- 
son, yields per acre, and total production 
at or near harvest time, percentage of 
crops shipped out of counties where grown, 
percentage of crops remaining on farms or 
in country mills and elevators, number and 
condition of different classes of livestock, 
progress of farm work, prices received by 
farmers for their products, value of farm 


crops and livestock, value of farm lands, 


and miscellaneous other phases of farm 
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Doors Locked, 


production. In other words, the Govern- 
ment crop reports are designed to show the 
essential facts of present and prospective 
crop and livestock production and supply. 
It requires a closely typewritten pamphlet 
of thirty-eight pages to list the various 
reports that are made in one year. 


Sources of Information 


HE reports on speculative crops are 

prepared by a group of agricultural 
statisticians known as the Crop Reporting 
Board. Two or more of these men are 
selected for service each month from among 
the field statisticians in the states most im- 
portant in the production of the crops under 
consideration, and the others from the 
statisticians on the headquarters staff at 
Washington. All members of the board 
have broad knowledge of the agriculture 
of the country at large and long experience 
in this character of work. 

The board has three major sources of 
information concerning crop conditions in 
all sections of the country: 

First, reports of county reporters giving 
data each for his county upon the basis of 
personal knowledge and reports from 
assistants within the county. 

Second, the reports from township cor- 
respondents numbering usually from ten to 
twenty in each county, who report each for 
the immediate locality with which he is 
personally familiar. 

Third, reports for each state from a resi- 
dent salaried agricultural statistician, based 
upon his personal field investigations and 
studies and upon regular reports to him 
from special reporters, numbering from 
five hundred to several thousand each in 
the different states. A uniform blank of 
inquiry is furnished to each of the cor- 
respondents mentioned, for each report, the 
questions varying with the season. Addi- 
tional reports are received from lists of 
growers or business men in position to 
report for particular crops, such as mills 
and elevators, cotton factors and ginners, 
potato, apple and tobacco growers, etc. 


Safeguarding Information 


O safeguard the information upon which 
the report is based from the possibility 
of improper use, it is assembled piecemeal 
in such manner that the actual figures for 
the different crops and states are unknown 
to any person in advance of the time when 
the board begins its session. 
The reports from the state agricultural 
statisticians are forwarded in special deliv- 
ery envelopes direct to the Secretary of 
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Agriculture and held unopened by him until 
the morning of crop report day, when they 
are delivered to the Crop Reporting Board. 

When the board meets on the day 
designated in advance for release of the 
crop report, all doors to the rooms occupied 
are locked and guards stationed outside; all 
telephones are disconnected; the windows 
are covered by opaque glass and wire 
screens and all communication with the out- 
side is prohibited until the report is 
released. The law provides a penalty of 
up to $10,000 or imprisonment up to ten 
years, or both, for the issuance of any false 
report or the premature release of a report 
to anyone in advance of its general release 
at the moment fixed in advance by the 
Secretary of Agriculture. 

After the doors are locked all of the 
separate reports are brought together and 
the results assembled in order upon sheets, 
one for each member of the board. 

Before proceeding to study the reports 
themselves, the board reviews such sup- 
plementary material as has been assembled, 
including the weather reports for recent 
months, comparisons of previous reports 
and special studies such as the correlation 
of weather to yields in previous years, etc. 

Turning now to the consideration of the 
actual returns of reporters, each member 
of the board examines the figures sub- 
mitted by the different groups of reporters 
for the current month, compares them with 
the returns for previous months and years, 
studies the explanatory comments fur- 
nished by the state agricultural statisticians 
and finally decides upon a figure which in 
his personal judgment best indicates the 
condition of the particular crop in the state 
under consideration on the basis of all of 
the evidence available. Figures for each 
state are thus determined independently by 
each board member. These estimates of 
the different members of the board for the 
crop are then assembled upon a single sheet 
and reviewed by the board as a whole, state 
by state, and a figure for each state agreed 
upon after necessary discussion. As soon 
as the board figures for the particular crop 
are completed for all states the summary 
sheet is turned over to skilled computers 
in an adjoining room of the suite occupied 
by the board for necessary computations 
leading up to United States totals. Mean- 
time, the board proceeds with the determina- 
tion of the figures for the next item under 
consideration. 

When the computations for the first crop 
have been completed the sheet containing 
the results is submitted to the board and 
reviewed by it. If a figure is found to be 
at apparent variance with the conditions as 
understood by the members of the board, 
all of the data relating to that state are 
carefully reviewed and the figure either 
approved or modified. The accepted figures 
are then entered on a multigraph machine 
ready to be duplicated and distributed at 
the time fixed for the release of the report. 
It will be noted that the board has no 
knowledge of the United States figure until 
the results are computed, after it has 
decided upon the figures for all states. Very 
frequently the United States figures are 
known to the board only a matter of min- 
utes before their issuance to the public. 

The sessions of the board usually begin 
at 6 or 7 o’clock in the morning and con- 
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tinue until the moment for release of the 
report at 2.15 p. m. (cotton at 11 a. m.). 
Prior to the issuance of the. report the 
Secretary of Agriculture is admitted to the 
board rooms in order that he may review 
and approve the report before its publica- 
tion. 


Releasing the Report 


SHORT time before the release of the 
report the representatives of the press 
associations, grain exchanges, producers’ 
associations and any others interested as- 
semble in a room adjoining those occupied 
by the board, which is equipped with tele- 
graph and telephone connections. Five 
minutes before the release all of the wires 
are cleared in order that they may be avail- 
able for instant dispatch of the report. 
About one minute before the moment of 
release the Secretary of Agriculture and 
the Chairman of the Board proceed from 
the rooms of the board to the press release 
room, the door to the board rooms being 
immediately locked behind them. Copies of 
the multigraph press release which they 
bring with them are laid face down beside 
each of the telephone and telegraph instru- 
ments. Those desiring copies are compelled 
to remain a stated distance from the in- 
struments. At the signal of release, each 
one is free to step forward, grasp his copy 
of the report and transmit it over the wire. 
Within a few moments the figures are 
known on the floors of the grain exchanges 
of the United States and foreign countries ; 
are being duplicated by the thousand on the 
presses of the great dailies for immediate 
distribution to the public, and are being 
spread from these central points to the 
markets and hamlets throughout the com- 
mercial areas of production and trade. The 
figures are also broadcast by radio through- 
out the country. Subsequently, they are 
published in the regular weekly journal 
of the department and distributed to all 
voluntary crop reporters; to libraries, news- 
papers and other agencies through which 
they may be made accessible to the public. 
The preparation of a crop report involves 
a considerable amount of technical knowl- 
edge and detail that can merely be men- 
tioned in a brief article. 

The essential factors to be determined 
are those of acreage and condition and the 
interpretation of these into indicated yield 
and production. The relation between these 
two groups is established through the 
medium of the so-called “pars” or equiva- 
lents in yield per acre of a condition of 
100 per cent. 

Acreage and yield indicate production, 
but direct yield estimates can not be obtained 
from the reporters in the early growing 
months. While the reporter can not give 
a figure on yield he can report the exist- 
ing condition in terms of a normal condi- 
tion at that date. The par is the board’s 
interpretation of the meaning in yield of a 
condition of 100 per cent. 


Determining Acreage 


is based primarily upon the 
enumerations of the Federal census, 
and the area 
determined each year on the basis of the 


in a particular crop is 


change from the previous year. This 
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change is judged from a number of indica- 
tions, the principal ones being: 

Changes on many thousands of sample 
farms on which the acreage for the current 
and previous years are reported by the 
voluntary correspondents of the bureau. A 
very great enlargement in the number of 
these sample farms is being accomplished 
at present through collection of such data: 
by the rural carriers of the Post Office 
Department for several hundred thousand 
sample farms. 

Extensive field counts are made by the 
State Agricultural Statisticians who travel 
certain established routes year after year 
counting the number of fields devoted to 
each crop along these routes, and also 
measuring the frontage of such fields by 
means of a mechanical counter attached to 
the running gear of an automobile. 

Use is made of available annual assess- 
ment surveys of acreage, which in many 
states are as accurate as the Federal census, 
and of other special surveys wherever’ avail- 
able. In addition to these absolute enumera- 
tions, the board has the reported judgment 
of its voluntary reporters of the different 
classes, concerning acreage in each crop 
compared with the previous year and com- 
pared with the usual acreage, as well as 
the per cent that the acreage planted. to 
each leading crop forms of the total acres 
in all crops. A number of other special 
forms of inquiry are used to develop facts 
concerning acreage changes. 

These data are checked also by absolute 
data on production, where available, such 
as the reports on bales of cotton ginned, 
the receipts of rough rice by mills, mill door 
and elevator receipts of grain, shipments 
and terminal receipts of grain, flaxseed, 
potatoes, etc. 


Determining the Condition 


came condition of crops as reported by 
correspondents is in comparison with a 
normal condition of growth and vitality, 
such as would be expected in a favorable 
year. The normal, or full yield is that 
yield per acre which is expected when the 
season is favorable and insects or disease 
have caused little or no damage. The 
normal condition of a crop is that condition 
of growth and vitality and relative free- 
dom from insects and disease which is 
expected in generally favorable seasons. 
In estimating the condition of a crop the 
reporter is expected to take into considera- 
tion not only the appearance of the crop, 
but every factor within his knowledge which 
influences the probable yield per acre. Con- 
dition figures are published in comparison 
with the reported conditions in previous 
months and years. Yields are asked at 
harvest. 

That the “normal” is a well understood 
and stable basis, is shown by the fact that 
in about half the cases, the condition 
averages for a state reported by separate 
lists of correspondents agree within one or 
two points. 

The pars, or yield equivalents of 100 per 
cent condition in any month are established 
through a study of the relation in past 
years of condition for that month to final 
yield. Studies are made of a series of 
ten-year and five-year averages, and in 
some cases of three-year averages, as well 
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as the figures for individual years. The 
effort is to discover both the usual relation 
over a long term of years and any tendency 
_to a change in this relation caused by new 
factors, such as new heavy yielding strains, 
changes in cultural methods, introduction 
of disease or insect pests, etc., which would 
tend to modify the usual relation. Attention 
is also paid to unusual factors existing in 
the current season that might not be obvious 
to reporters and therefore would fail to be 
fully reflected in the reported condition. 

It is common observation that a plant at 
the beginning of the growing season usually 
presents a fair to good appearance and that 
this favorable appearance progressively 
declines as the plant suffers the vicissitudes 
of droughts and floods, blights and insects, 
storms and hot winds, etc., from month to 
month as it approaches maturity.. An early 
high report of a condition of (say) 90 may, 
therefore, on the average, mean no more in 
final yield than a condition of (say) 75 at 
harvest. These. average changes vary for 
the different crops and different states. This 
tendency results necessarily in the establish- 
ment of lower pars for the higher condi- 
tions of the early months, and higher pars 
for the lower conditions of the later months, 
in order that the reported condition multi- 


plied by the par for that month may ex- 
press, in each case, the yield indicated on 
the basis of past experience. Roughly ex- 
pressed, on a purely mathematical basis, 
and without considering modifying factors, 
if during the past twenty years a crop had 
an average condition of 90 in June and 75 
in September, and an average yield of 18 
bushels, this would indicate a June par of 
20 bushels (i.e. 18+ .90) and a September 
par of 24 bushels, (ie.18+.75) This ex- 
plains the seeming inconsistency frequently 
noted of a decline in condition during the 
month resulting in a higher indicated yield. 
Generally speaking, this will be true when- 
ever the decline during the current month 
has been less than the usual decline for 
that month, because in that case the decline 
is less than was to have been expected and 
yield will be correspondingly more than 
indicated by the earlier report. 

The United States Crop Reporting Ser- 
vice is generally recognized as being the 
most comprehensive and progressive agency 
of this character in the world. So far as 
they can be checked, its estimates on major 
crops are usually found to be accurate 
within a margin of two or three points. 

It is constantly striving for improvement 
and is grateful for constructive suggestions 
from any source. During the past year the 


New Par Clearance Suit 
THOMAS B. PATON 


General Counsel 


SUIT in equity has been brought in 

the United States District Court 
A for the Northern District of Georgia 
by the Pascagoula National Bank of Moss 
Point, Mississippi, in behalf of itself and of 
all other banks in like situation, against the 
Federal Reserve Bank of Atlanta and the 
Federal Reserve Board, seeking to enjoin 
the Atlanta bank— 

(1). From deferring credit on all deposits 
made or tendered it by the Pascagoula Na- 
tional Bank as a member bank, of all checks 
and drafts drawn against any other mem- 
ber bank in the Sixth Federal Reserve Dis- 
trict. 

(2). From accepting for collection any 
checks or drafts drawn upon the Pascagoula 
National Bank for account of any other 
member bank or reserve bank without pro- 
viding for the deduction of exchange not 
exceeding 10 cents for each $100 or fraction 
thereof to be paid or allowed the Pascagoula 
bank for the service of remitting the pro- 
ceeds of all such checks or drafts from its 
banking house to the Federal Reserve Bank 
which presents such checks or drafts in 
regular course. 

(3). From accepting for collection or 
deferred credit from any bank other than its 
own members any check or draft, and from 
any of its members, any check or draft 
that is not payable upon presentation within 
the Sixth Federal Reserve District. 

(4). To enjoin the Federal Reserve Board 
from enforcing the provisions of Regulation 
J that operate to deprive the Pascagoula 


bank of the right to charge lawful rates of 
exchange for collection and remittance of 
the proceeds of checks and drafts presented 
through the Federal Reserve Bank of At- 
lanta in regular ma‘! channels, in all cases 
where received by the Atlanta bank for col- 
lection for account of its members or any 
member of any other Federal Reserve Bank. 

(5). To enjoin the Atlanta bank from 
exacting of the Pascagoula bank or any 
other member bank in the Atlanta district, 
the service of collecting, paying and remitting 
the proceeds of any check or draft drawn 
upon the Pascagoula bank or any other 
member bank without the legal compensa- 
tion of 10 cents per $100 or fraction thereof 
based on the total of such checks and drafts 
presented at any one time. 

(6). Also asking for an accounting be- 
tween the Pascagoula bank and the Atlanta 
bank for the amounts of exchange and in- 
terest earnings of which, it is alleged, the 
Pascagoula bank has been illegally deprived 
up to date of the decree by reason of the 
violation of Sections 13 and 16 of the Fed- 
eral Reserve Act and for a decree of re- 
covery of said sums. 

(7). Also asking for a similar accounting 
and decree for all other member banks 
which may hereafter be allowed to intervene 
for like exchange and interest earnings. 


This suit follows two decisions of the 
Supreme Court of the United States 
(handed down June 11, 1923, the full texts 
of which are published and explained in the 
Journal for July, 1923), in one of which— 
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Secretary of Agriculture called two con- 
ferences; one of all agencies interested in 
cotton production and trade; and another 
of the leading representatives of the grain 
interests, including producers, traders, both 
cooperative and private, millers, and lead- 
ers in other phases of agriculture, to ex- 
amine into the present methods of the Crop 
Reporting Board and to advise concerning 
possible improvements. Many valuable sug- 
gestions grew out of these conferences and 
are being put into operation as rapidly as 
circumstances permit. 

Bankers can assist in this public service 
in several ways: by contributing their ser- 
vices as reporters when they are in intimate 
contact with the local agricultural situation ; 
by obtaining and giving publicity to the 
board’s reports; by assuring themselves 
concerning the substantial accuracy and the 
unbiased nature of these reports and by 
publicly expressing their confidence in them 
when they are attacked by ignorant or 
designing critics; and by taking the fullest 
advantage of the information contained in 
them both for themselves and in behalf of 
their associates and customers. The maxi- 
mum value of these reports, assuming their 
approximate accuracy, will be attained when 
they are most widely consulted and most 
freely utilized. 


Farmers & Merchants Bank of Monroe v. 
Federal Reserve Bank of Richmond—the 
validity of the North Carolina legislation 
was upheld which permits state banks to 
pay at their option in exchange, unless the 
contrary is specified on the face by the 
maker, all checks presented by or through 
any Federal Reserve Bank, post-office or 
express company or any respective agent 
thereof; in the other of which—American 
Bank & Trust Company v. Federal Reserve 
Bank of Atlanta—it was held that the At- 
lanta bank had not been guilty of wrongful 
intent and coercion in presenting checks over 
the counter of the drawee for cash payment 
and that no injunction would issue against 
said bank except to prevent the inclusion of 
names of nonassenting banks upon its pub- 
lished par list. In those decisions, the Su- 
preme Court interpreted Sections 13 and 16 
of the Federal Reserve Act. 

The above suits were brought by state 
banks. The present suit, it will be observed, 
is brought by a national bank and is designed 
to obtain a definite decision under the Fed- 
eral Reserve Act of the rights of national 
and other member banks within the districts 
to charge 10 cents per $100 for remitting 
to the Atlanta bank the proceeds of checks 
and drafts drawn upon such banks; also the 
right to have immediate, instead of deferred, 
credit for all checks and drafts drawn upon 
other members within the district and de- 
posited with the Atlanta bank. 

It is also sought to enjoin the Atlanta 
bank from receiving for collection or 
deferred credit, checks or drafts, from other 
than its own members and even from its 
own members unless payable on presentation 
within the district; also to have an account- 
ing and recovery for amounts of exchange 
and interest-earnings of which the member 
banks are alleged to have been deprived. 


Revealing the Weak Spots In the 
Slickest Forgeries 


By REUBEN A. LEWIS, JR. 


Banks Block Operations of Master Forgers By Broadcasting 
Systems Used by Scheming Penmen. Only One Fool-Proof Plan 
Yet Devised but Author Wins Residence in Jail for His Cun- 
ning. Forgers Take $100,000,000 Toll Annually from Banks. 


UST one fool-proof scheme for commit- 
ting “the perfect forgery” has been 
unearthed since the slickest penman 
started to write fiction on checks. 

The author of the plan is known as F. 
Mayer. 

While “this clever operator”—as nearly 
every forger is called in the vernacular 
of the detectives who keep an ever-vigi- 
lant eye on their activities—devised an orig- 
inal scheme so sound and business-like from 
the banking standpoint that it was appar- 
ently unbeatable, it is interesting to note, 
in passing, that Mr. Mayer now is reflect- 
ing behind forbidding jail bars over the 
events leading to his lamentable end. There 
are enough detainer warrants out against 
Mr. Mayer to insure constant entertain- 
ment on the part of the Government for 
years to come. 


Aristocrats of Crime 


oko forgers are the aristocrats of crime. 
The nature of their precarious business 
requires a more alert brain than in other 
spheres of yeggdom, where physical prow- 
ess and daring mean more than mental agil- 
ity. Drawn largely from the ranks of the 
white-collar men and the more intelligent 
class of workers, the forger is such a crim- 
inal as to challenge the ready wit of those 
who cope with him. And yet—if you will 
take the word of C. F. Robb, who directs 
the operations of the William J. Burns In- 
ternational Detective Agency against the 
forgers—this is the only scheme yet devised 
that was pronounced to be fool-proof. And, 
as pertinently observed, its originator is in 
the penitentiary. 

Crime does not pay. Soon the law reaches 
out and seizes the misguided operator who 
thinks he can get away with it. For one 
of the peculiar things about the forger is 
that, while he may devise a clever scheme 
that brings a rich return on its initial trial, 
he continues to work it until caught. Per- 
haps it is this quirk of psychology that en- 
compasses the downfall of the most expert 
and imaginative penmen. It seems that the 
forger is deficient in versatility. He may 


think up one scheme but this appears to be 
his limit. 

The toll that this branch of crime takes 
from the American banks and business is 
tremendous—and apparently growing larger. 
There is no way in which it can be defi- 


nitely estimated. A committee appointed by 
the American Institute of Accountants to 
make a survey of the rising tide of business 
crimes and report as to the losses sustained 
through the activities of these crooks, esti- 
mated that forgeries cost $100,000,000 yearly. 
An official of the National Surety Company, 
which writes a large volume of forgery 
insurance, placed $100,000,000 as the mini- 
mum and expressed the opinion that the 
losses might mount up to $150,000,000 or 
more during 1924. 


Estimating the Toll 


HILE it would appear that the associ- 

ation of surety companies might obtain 
the exact data by getting the actual experi- 
ences of the insuring companies, this record 
has not been compiled. The surety companies, 
it is explained, are reluctant to disclose the 
details of their business operations. Then 
again, blanket policies covering other haz- 
ards besides forgeries are written, making 
it difficult to allocate the losses to the spe- 
cific branches of crime. Even if the surety 
companies gave the amount of the losses 
sustained under all of their policies, it is 
doubtful if this figure would be all embrac- 
ing. There is a natural disinclination on the 
part of people to reveal instances where 
they have been victimized because they are 
unwilling to be assigned to the “sucker” 
ranks. This bit of hu.nan nature tends to 
keep forgery losses secret. But, after con- 
siderable inquiry among those competent to 
know the extent of the forgers’ activities, 
it would seem that there is ample reason 
to believe that the annual toll exacted by 
this branch of the light-fingered gentry is 
at least $100,000,000. 

Those who have followed the operations 
of the penmen note some rather significant 
developments—for it seems that there are 
seasons and styles in crime as well as in 
fashions. 

The forger is dealing in larger figures. 

It used to be a rarity when a forged check 
ran in excess of $100. Some of the most 
daring forgers now would not deign to 
risk their freedom for such a sum, There 
have been a number of instances where the 
operator has played in thousands despite 
the knowledge that the caution of the bank 
increases with the magnitude of the finan- 
cial transaction. The estimable: Mr. Mayer 
made one haul of $27,000. 
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The Magic of Certified 


S“CHOLOGY plays the major role in 

the successful forgery. It’s a case of 
the crook “out-smarting” the victim— 
whether he be bank teller, official, lawyer 
or merchant. This doubtless accounts for 
the wave of certified check frauds. There 
is a magic ring in the word “certified,” 
especially among the laymen—and to an ap- 
preciable extent among the bankers. Know- 
ing the widespread confidence that reposes 
in the certified check, the forgers decided 
to fortify their position. They found that 
a great many banks used nothing more 
than an inexpensive rubber stamp to bring 
about this certification, with, of course, 
the incidental inscription penned by the is- 
suing bank employee. During the past two 
years the spurious certified check has en- 
tered prominently into the sphere of oper- 
ations. 

The printing press has been used as an 
aid to the penman. 

Realizing that the average man or banker 
has more confidence in a check drawn on 
a nationally-known firm or on a great cor- 
poration, the crook has profited from this 
widespread belief. The trade-marks and 
business slogans of the great companies, 
continually brought to the attention of the 
public through the magazines, the billboards 
and the public prints, register indelibly, if 
unconsciously, on the mind. So the forger, 
to make his operations a little easier, has 
hit upon the simple expedient of making 
electrotypes of checks issued in a bona fide 
manner by these firms, printing them on 
check paper that corresponds in color, mak- 
ing use of the more modern check writing 
machines and then forging the names of the 
officers on the fake check. Confronted with 
a check, apparently issued by a firm of un- 
questioned standing, the resistance of the 
merchant, even though he is habitually care- 
ful in the matter of cashing checks, is low- 
ered. If he takes a chance and violates the 
safe rule of “Never cash checks for 
strangers,” the experience is likely to shake 
further his confidence in some of his fellow 
men. 


The Prize Plot 


gee: biggest forgery plot in the history 
of the country—the memorable Four 
Million Dollar Wall Street Forgery Case— 
was perpetrated by linking the printing press 
with the scheme. A gang of crooks, who 
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Types of Men Who Defraud Banks 


desired to profit in the stock market by 
selling stocks, obtained a printing outfit and 
a package of safety paper. With a single 
“series” of type, they struck off what pur- 
ported to be the letterheads, envelopes and 
checks of several hundred small country 
banks in a number of States. While no 
attempt was made to reproduce the style 
of letterhead or the color of the check 
actually used by the banks in question, the 
printing had the general appearance of the 
stationery of a bank. It looked all right. 

So when stockbrokers in New York, 
Philadelphia, Boston and Chicago—early on 
a Monday morning in May of 1923—re- 
ceived letters from country banks’ direct- 
ing them to buy a reasonable number of 
shares of well known securities and enclos- 
ing a cashier’s check to cover the operation, 
they did not have much hesitancy in execut- 
ing the orders. On the letterheads appeared 
the names of the officers, the capitalization 
of the banks and other data ordinarily cov- 
ered on bank stationery. The cashiers’ 
checks were printed on a widely known 
brand of safety paper, written on a type- 
writer, dated with a date stamp, numbered 
with a numbering machine and had the 
amount imprinted on the face with a check 
writing machine. All in all, the check 
looked good. 

So when the letters from fifty banks in 
six different States came in ordering the 
purchase of well known securities, the 
brokers started the machinery in motion to 
buy them. This heavy buying caused a 
flurry on the exchange, for prices went up 
with the unusually heavy demand. The 
schemers, it is believed, figured on selling 
these securities “short” so they might profit 
from the collapse in prices when it was 
found later that the orders from the country 
banks were forged. The plot did not work 
out well, however, because too slight a time 
elapsed before the letters were found to be 
forgeries and the orders counteracted. 

In just such a manner as this band of 
forgers used the printing press to give more 
weight to their schemes, the check forgers 
have turned to the printing press to build 
up credence on the part of their victims. 


Always the Weak Spot 


F course, the genius of the crooks 
makes it more difficult to block them 
but, fortunately, there appears to be a 
weak spot in the best laid scheme. And 
just as soon as this weak spot is uncovered, 


it is broadcast to all the banks in the 
land. So the banks, informed as to the 
method of approach that the forger will 
make, his “modus operandi’—as the de- 
tectives just love to put it—and little pecu- 
liarities of the job, are on the alert to nab 
him when he makes his next re-appearance. 
Detectives who know the habits of the 
forger assert that, strange as it may seem, 
the operator keeps on trying the same 
scheme just as long as it works. While 
it would appear that any crook, clever 
enough to contrive a workable scheme, would 
realize that it would fail after the method 
becomes widely known, the results contra- 
dict this assumption. 

Take the case of one James Calhoun Col- 
lins, for instance. : 

Collins—to use one of his widely assort- 
ed aliases—thought out a new twist in 
forgery, while he was languishing behind 
the bars at the San Quentin Penitentiary in 
California paying the penalty for having 
engaged previously in writing fiction on 
checks. He prided himself in having per- 
fected “the perfect scheme,” having the 
finesse of the drawing room and the ease 
of a simple banking operation. 


Collins’ Smooth Scheme 


OLLINS, from a nearby city, would 

communicate in writing with an official 
of a bank, informing him that he had an 
important business matter to take up with 
the bank and requesting that an appointment 
be made so that it might be discussed. 
When the officer replied, he generally signed 
his signature. After drawing up a bogus 
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The outfit of one crook who defrauds banks with forged checks 


check for a goodly amount, Mr. Collins, in 
his own artful way, forged the signature 
of the bank official after an “O. K.” so that 
it gave the impression of approval by the 
officer, 

On entering the bank, Collins would se- 
lect the most likely looking teller and then 
make inquiry of him as to where the bank 
officer, who had unwittingly given him the 
specimen of his signature in answering the 
letter, might be seen. This query served 
to establish an acquaintance with the teller. 
Under a suitable pretext, Collins would ap- 
proach the banker, engage his attention with 
some trifling matter and return shortly 
afterwards to the teller’s cage. Presenting 
the check, bearing the ostensible approval 
of the superior officer, the forger experi- 
enced no trouble in getting the check cashed. 

The scheme worked like a charm in four 
cities, but the weak spot was the method 
of approach—the writing of the letter re- 
questing an appointment to discuss a sub- 
ject that could not be discussed in a com- 
munication. Collins selected Buffalo as the 
next point of strategy. Warnings had been 
broadcast in the Protective Section of 
the AMERICAN BANKERS ASSOCIATION JouR- 
NAL, which is published to keep the bankers 
posted on the new twists in bank swindling 
schemes, so when Collins sought to work his 
artful scheme his undoing was wrought. 

Out of the abundance of caution, many 
bank officials always have their secretaries 
sign letters replying to letters of this type. 
Others have two different signatures, one 
of which is used only on financial matters. 
A more distinctive symbol of approval than 
a hackneyed “O. K.” is employed by bank- 
ers, who realize the dependence that a teller 
places upon their signs of approval. 


The Master Forger 


HE “master forger” is William Ham- 

ilton Harkins, probably the most danger- 
ous operator known to the banking world. 
Several times in the toils of the law, Har- 
kins has managed to escape. The daring 
“king” of the forgers, a man of about forty 
years, made a confession when arrested in 
Texas last year that he had defrauded banks 
of more than $300,000 during the years of 
his nefarious career. Harkins is an expert 
penman and claims to have a “photographic 
mind”—so sensitive to the sight of a signa- 
ture that it is imprinted upon the mind’s 
eye in a flash and retained until he can re- 
produce it in ink. Once he has seen a sig- 
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nature, Harkins boasts that he can dupli- 
caté’ it faithfully without having a speci- 
men before him to aid in the operation. 

Harkins admits that he just can’t help 
but forge checks. The more trouble he 
has in getting money from a bank and the 
greater the element of danger surrounding 
the operation, the better he likes it—accord- 
ing to his own confession. But Harkins has 
a silver plate in his skull and may not be 
entirely responsible. Harkins boastfully 
told a detective, who captured him in Texas, 
that he would stake his life on being able 
to go into a strange town of between three 
and five thousand population and walk out 
with $3,000 to $4,000 after a stay of not more 
than four hours. The tousled headed 
forger, whose visage has been plastered on 
warnings throughout the land, has commit- 
ted hundreds of forgeries—but he has served 
several terms in penal institutions and will 
almost surely be captured within a short 
time. 

While Harkins is a most resourceful and 
daring operator, his scheme follows a cer- 
tain set pattern. And, it is worth noting 
that, although he claims to have a camera 
eye, he always seeks a sample of the sig- 
nature that he forges to the check that is 
presented at the teller’s window. 


How Harkins Works 


be key to Harkins’ plan is obtaining 
a blank check from the checkbook of 
a well known firm. Recently Harkins 
sauntered into the office of a granite dealer. 
With a lavish hand, he ordered a monument 
for a widowed friend and tendered a check 
for a substantial part of the memorial. He 
requested the proprietor of the store to per- 
mit him to dash off a letter to his folks 
at home. With a show of courtesy befitting 
the size of the order, the proprietor ushered 
him to his own desk, turned over some sta- 
tionery to the new customer and, as he in- 
scribed the letter to his grieved friends, 
paid little heed to him, fearing that he 
might intrude. Seizing a propitious moment, 
Harkins spotted his checkbook, noted the 
exact balance, tore out a sheaf of checks 
and disappeared, after thanking the monu- 
ment builder for his kindness. 

Reproducing the proprietor’s signature, 
Harkins drew up a sizable check. On the 
reverse side he inscribed his alias as the 
payee and then added after “O.K.” the 
facsimile of the depositor’s signature. This 
acted as an identification indorsement, so 
when the forger presented the check at the 
bank it was readily cashed. The proceeds 
he converted into traveler’s checks. 


The Tell-Tale Sign 


1 a weak spot in Harkins’ scheme is 
the identification indorsement. It is the 
tell-tale part of his operation. If the teller, 
before cashing any check bearing this al- 
leged indorsement, telephoned to the deposi- 
tor and checked upon its issuance, the scheme 
would have short shrift. 

The boldness of Harkins is almost monu- 
mental, as may be indicated by an instance 
contained in his remarkable confession. 

Down in El Paso, Texas, Harkins went 
into a bank with two checks—one for $800 
and the other for $200. According to his 
story, he had seen a depositor sign his 
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name to a check, and glancing at it once 
had fixed the signature in his mind. Step- 
ping out of the bank, he telephoned to ask 
the exact balance, expressing the belief that 
there had been an error in his account. 
The bank, he said, gave him the desired 
information without hesitation, and so he 
returned with the two checks in his pocket, 
with the intention of obtaining $800 in 
cash and a cashier’s check for the smaller 
amount. Picking what he thought was 
the $800 check from his pocket, he thrust 
it in the teller’s window. The teller counted 
out $200 in cash, but Harkins, expectantly, 
continued to stand in front of the window. 
“That’s not all I have coming, is it?” Har- 
kins inquired, and upon being informed 
that this was the amount appearing on 
the face of the check, he stalked out of 
the bank, angry at his error. He walked out 
of the front door and then re-entered by a 
side door. He went to another teller and 
obtained the $800 in cash. 


The Telephone Swindle 


HARLES B. COLE perfected the tele- 

phone swindle, but when the details 
of his system were exposed, he was blocked 
in his operations. 

Cole laid the groundwork for his swin- 
dling scheme by making an initial deposit 
of about $5,000, explaining that he was a 
stranger in the city, but negotiating for the 
purchase of a local business. He estab- 
lished cordial relations with the tellers, in- 
vestigated their personal affairs and learned 
the names of those who had the strongest 
hold on their affections. Cole proved to 
be a thorough investigator. In due time 
the account became fairly active, and Cole 
got on good terms with the tellers. This 
enabled him to emphasize the fact that he 
was carrying a large balance in the bank. 

On the day appointed for the coup, Cole 
would appear at the bank during the height 
of the rush just before closing on a Satur- 
day. Rushing the line, he would endeavor 
to get ahead of others waiting, giving some 
suitable explanation for his undue haste. 
Presenting a check for an amount about $4,- 
500, Cole would ask the teller to let him 
have the money in a hurry. The teller 
would verify the fact that the account 
would stand the withdrawal of the amount 
called for, but with a long line of custom- 
ers waiting, was generally too busy to notify 
the bookkeeping department of the cashing 
of the check. 

Almost immediately afterward, the teller 
would receive a telephone call. In a frantic 
voice, the teller would be informed that 
the person, who was dearest to him, had 
been severely injured in an automobile ac- 
cident and was lying at the point of death 
at a certain hospital, so that if he desired 
to see her before she passed away it would 
be necessary for him to come without a 
moment’s delay. Cole always made care- 
ful inquiry to learn the pet name of the 
teller’s sweetheart or relative, so that when 
the distressing news was broken to his in- 
tended victim it would have the ring of 
truth. In virtually every case, the teller 
slammed down his window, called to a 
co-worker to take care of his line and 
rushed precipitately from the bank, with- 
out notifying any of the officials that he 
was taking leave. Cole depended upon the 


psychological effect to aid him, for the 
abrupt departure of the teller not only threw 
himself into a frenzy, but distracted the 
other workers. 

As soon as the paying teller left his cage, 
Cole unobtrusively slipped into another line 
and took his turn. As the first withdrawal 
order had not been placed against the ac- 
count, he would be successful in securing 
this amount the second time. Or if the 
bookkeeper explained that a similar inquiry 
had been made a few minutes before the 
second teller, the hasty conclusion was that 
the transaction had not been carried through. 

When the banks were informed of the 
method used by Cole in carrying out his 
scheme, the tellers were warned that the 
receipt of a telephone call conveying direful 
news was only a ruse and should be the 
signal for a careful check on the honoring 
of large checks, and that no heavy with- 
drawal should be allowed without immediate- 
ly notifying the bookkeeping department. 
Cole usually waited a certain interval be- 
tween operations, but operated at many 
points throughout the United States. 


Blanchard’s Best Scheme 


A. BLANCHARD pulled the “stranger- 
@ in-town” story with good effect until 
the banks were warned of his system. 

Blanchard would offer a check on another 
bank. The paying teller, following the time- 
honored rule of “never cashing checks for 
strangers without proper identification,” 
would ask him for this identification. In 
a naive, straightforward way, Blanchard 
would state that he was a stranger in town 
and express chagrin over his plight. “Isn’t 
there someone in town who you do know?” 
the teller would almost habitually ask during 
some stage of his inquiry. After a slight 
pause, Blanchard would exclaim: “Oh, 
yes, there is one man in this tewn I know” 
—naming a rather well-known man in the 
community. Whereupon the tellers gener- 
ally informed Blanchard that, if this man 
would indorse his check, he would be glad 
to cash it. 

Preparing for this fraud Blanchard, prior 
to coming to the scene of his contemplated 
operation would write a letter to some well- 
known man. The tenor of his letter: would 
be such that the person addressed would 
feel constrained to answer it. In this way 
he obtained a specimen of the signature. 

After leaving the bank in quest of this 
indorser—as the bank teller supposed—Blan- 
chard would re-appear with the check, ap- 
parently indorsed in good: order. To reduce 
the risk to the: minimum, Blanchard would 
wait until his ostensible indorser had left 
his place of business so that, should the 
teller seek to communicate with him over 
the telephone, he would not be available 
to verify the action reported by the stranger 
at the window. But even such a system 
has its weak spot, and the banks, fore- 
warned of Blanchard’s  stranger-in-town 
story, would readily detect a forger employ- 
ing this system. 


The Fool-Proof System 


Figg scheme that F. Mayer devised, which 
was pronounced to be fool-proof by 
the Burns agency, centered around the cer- 
tified check fraud. 

(Concluded on page 190) 
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School Savings in a Small Town 


BY J. M. DORR 


Manager, School Savings, State National Bank, Maysville, Ky. 


The Unique and Systematic Way in Which a Kentucky Bank 
Went About the Work of Introducing and Developing the 
Banking Idea Among Pupils in Public and Parochial Schools 
Luncheons for Teachers, Prizes for Pupils and Accounts for All. 


OULD school savings be a suc- 
cess in the schools of a small 
town? Would school savings 
be a success in rural schools? 
These were the questions the State Na- 
tional Bank of Maysville, Ky., was asking 
itself when it offered school savings to the 
schools of Maysville and Mason County, 
Ky., in October, 1922. Country children 
are not accustomed to such drives, and they 
have not ready money to deposit as have 
city children. This is also true to a degree 
in a small town. But the bank realized the 
benefit school savings would be to the com- 
munity and believed the plan would suc- 
ceed here as it had in the larger cities. 
Maysville, the county seat of Mason 
County, has a population of 10,000. It has 
four white schools, two colored schools and 
one parochial school. The total enrollment 
is 1100. Mason County has eight consoli- 
dated and twelve district white schools and 
six district colored schools. Fifteen of these 
district schools are one-room schools. One 
consolidated school was not entered on ac- 
count of opposition from a county bank in 
that community. The enrollment of the 
county schools we entered was 1560. The 
school systems of the city and county are 
excellent. 


Not to Advertise 


N introducing school savings, we used the 

pass book system and modeled it as close- 
ly as possible upon the method followed by 
the adult depositor. We wanted school sav- 
ings to teach the children thrift—to train 
them in banking methods—and we believed 
this system would do these two things best. 
Once a week bank day is observed in the 
schools, at which time the children fill out 
deposit slips and make their deposits with 
the teacher or the children appointed to re- 
ceive them. The amount deposited by each 
is credited on the pass book. 

No deposits are accepted for less than five 
cents. All the teachers were asked to de- 
posit regularly with the children as an ex- 
ample. This helped very much. 

The bank’s name is not on the pass book 
nor on any supplies used, for the work is 
carried on under the name of the Mason 
County Thrift Association. This is done in 
a spirit of fairness to the two other banks 
in town and the two in the county. Further- 
more it was desired to raise school savings 
above what might be construed to be a bank 
advertising scheme. 

During the first year a contest was con- 
ducted among the schools for the largest 
amount deposited per depositor. At the end 


of the school year we had 35 per cent 
of those enrolled in the city and county 
schools as school saving depositors. At the 
beginning of the school year 1923-1924 we 
outlined a plan to which the success of this 
year is due. It is a plan which we have 
never heard being used in any other school 
saving system. 

The school year was opened with a lunch- 
eon for the city and county white teachers, 
at which 105 were present. A week later 
we had a luncheon for the colored teachers, 
attended by twenty. At each luncheon the 
speakers were the City School Superinten- 
dent, Mr. Caplinger ; the County School Su- 
perintendent, Mr. Turnipseed; our cashier, 
Mr. Newell, and the writer. These lunch- 
eons were to arouse more interest among 
the teachers in school savings as we had 
learned that upon the teacher’s interest de- 
pended the success of the work. 

At the luncheons the rules of the contest 
for the coming year were announced. There 
was a material change from the contest of 
the year before. Instead of having the con- 
test among schools, we now had it among 
the rooms in the schools. The amount de- 
posited was not considered. The rating 
was based on the highest percentage of open 
accounts at the end of the contest, which 
would be at the end of the school year. 
In case a number of rooms were tied with 
100 per cent open accounts, the total number 
of deposits, less the total number of with- 
drawals, were divided by the number of 
pupils in the room, and that room having 
the largest number of deposits per pupil won 
the first prize. The prizes were $50, $20, 
$10 and four of $5 each. 


Getting Them Interested 


OON after the announcement of the con- 

test I started to visit each room and talk 
to the children. The talk began with a 
description of the bank’s vaults and explana- 
tion of why money kept in the bank is safe. 
Then the growth of money in the bank was 
explained. The illustration used here was 
the growth of a vine from a bean or small 
seed. But I told them that money grew 
like the bean vine in Jack and the Bean 
Stalk—it never stopped growing. I then 
read a poem about “Mr. Good Penny,” “Mr. 
Bad Penny,” “Mr. Lucky Penny,” etc., until 
I came to “Mf. Wise Penny.” At this place 
I stopped, went to the door and brought 
“Mr. Wise Penny” into the room. This 
was a child dressed in a white clown suit 
with a drum, painted to represent a penny. 
After “Mr. Wise Penny” had been asked a 
few questions, “Mr. Dollar,” a boy with a 
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drum, painted to represent a dollar, was 
brought in. This literally brought the chil- 
dren out of their seats with excitement. 
The poem referred to was in book torm. 
One of these books was offered to each 
child who would make a deposit on the next 
bank day. Most of the children qualified. 

The talk to the high school students was 
quite different. To them the advantage of 
saving for college and for the things they 
hoped to do when out of school was ex- 
plained. 

There was also a poster contest for seven 
prizes—$10, $5 and five of $1 each. These 
prizes were for posters presenting the best 
thought on saving in school. A slogan was 
required with each poster, but the thought 
could be expressed by cut-out pictures, 
painted pictures or in any way that the 
child chose. These were brought to the 
bank Jan. 14, the first day of National 
Thrift Week, and put on display in the 
bank’s lobby. There were 100 of these post- 
ers, which were displayed all week. 


“The Pyramid of Success” 


N Friday of National Education Week 
the city schools had a parade in which 
we had a float, “The Pyramid of Success,” 
built of gold and silver blocks—thrift blocks 
—with the School Savings Bank as the 


foundation. Around the pyramid were eight 
children wearing clown suits and the money 
drums that had been used in the schools. 
The children represented gold dollars, silver 
dollars and pennies. The idea expressed 
with the float was that school saving is the 
foundation of success. 

Up to this time we probably had 70 per 
cent of the city children and 40 per cent of 
the county children as depositors, but we 
were not satisfied. We then explained to 
the children how to conduct paper sales. A 
number of the rooms in the city schools held 
sales, and a few in the county that were near 
a town had sales. A day was set on which 
the children brought all the old newspapers 
and magazines they could collect. A local 
junk dealer went to the school and bought 
the paper. The children worked harder 
when two or more rooms in the same school 
had a sale the same day, because there was 
rivalry between the rooms to get the largest 
amount of paper. The proceeds from the 
sale in some rooms amounted to $6. This 
money was divided between each child, and 
those who did not have accounts before 
opened accounts with their part of the money. 
Now that every one had accounts the next 
thing was to keep them going, so we offered 

(Concluded on page 161) 
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What We Are Trying to Do 


BY GRAY SILVER 


President, Grain Marketing Company, Chicago 


Wheat Farmers in Acquiring Grain Elevator Properties Valued 
At $22,000,000 from the “Big Five” Dealers in Chicago Plan 


to Create Sellers’ Market through Orderly Marketing. 


Head 


of Big Cooperative Movement Tells What Farmers Seek. 


E are trying to handle grain at 

cost to the farmer members of 

the Grain Marketing Company 

and, at the same time, create a 
sellers’ market through orderly marketing 
instead of a buyers’ market, to place in 
the market an agency which has the pro- 
ducers’ interest in mind instead of merely 
collecting a commission or being actually 
interested in “bearing” the market. We are 
erecting an agency of the farmers—owned 
and controlled by them—which will meet 
concentrated European purchasers in a man- 
ner which will not permit them to manipu- 
late our market to the detriment of the 
farmers. We are trying to put the farmers 
in a position to take full advantage of cheap 
water and rail transportation. 

We are trying to take up or eliminate 
the slack in the grain marketing business. 
This, of course, will not affect the con- 
sumer. We are trying to pay for the physi- 
cal assets of five grain firms and $4,000,000 
working capital through the saving which 
the new company will make on account of 
greatly reduced operating cost and increased 
volume of grain. We are trying to speed 
up the purchase of the property by permit- 
ting the farmers to buy stock outright as 
well as to purchase stock by setting aside 
three-fourths of their patronage dividends 
to be applied on preferred stock. 


Buying the Five’’ 


HAT, in short, in what the farmers, 
through the Grain Marketing Company, 
set out to do when the company contracted 
to purchase the physical properties of the 
Armour Grain Company, Rosenbaum Grain 
Corporation, Rosenbaum Brothers, the Davis- 
Noland-Merrill Grain Company and possibly 
the J. C. Shaffer Company. 
This idea represents an evolution and not 
a revolution. It is difficult to tell just what 
is the genesis of the idea or when it started. 
Certainly the farmers have had such an idea 
in mind for several years. Many attempts 
have been made to launch such an agency, 
but they have usually lacked the essential 
element necessary to success—the men of 
vast experience in the grain merchandising 
business backed up by capital and the ade- 
quate physical equipment in the great ter- 
minal markets. The general plan was 
brought forward a couple of years ago by 
Bernard M. Baruch. Then, too, former 
Secretary of Agriculture Edwin C. Meredith 
has had some such plan in mind for some 
time. The McNary-Haugen Bill providing 
a government export commission stimulated 
thought along these lines. Also the passage 


of the Capper-Tincher Bill, which limits 
trading in grain futures, developed an en- 
tirely new set of conditions in the grain 
trade by confining it largely to the sale of 
actual grain and curtailing speculation. 
The farmers, as much as the leaders, 
have been looking forward to the day when 
they could take up more of the backlash in 
the grain trade and thereby obtain more of 
the consumers’ dollar. Congress and the 
legislatures of numerous states at their re- 
quest have passed a number of laws in- 
tended to make possible just what we have 
finally accomplished in the Grain Market- 
ing Company. It was organized under the 
Illinois Cooperative Marketing Act of 1923 
and is in keeping with the Capper-Volstead 
Cooperative Marketing Act, which legalizes 


A Large Stride 


THe recent transfer of seven- 

ty-one grain elevators valued 
at about $22,000,000 to the Grain 
Marketmg Company, a coopera- 
tive association of wheat farm- 
ers, marks perhaps the greatest 
single stride made in the whole 
cooperative movement. Desir- 
ous of setting up their own or- 
gamzation for the marketing of 
thew products, the grain growers 
bought out the physical assets of 
the “Big Five” grain dealer com- 
panies on the Chicago Board of 
Trade and arranged to retain 
their “key men,” the brains be- 
hind the marketing machinery, 
to direct the one big enterprise. 
It is anticipated that the venture 
will greatly affect speculation as 
it will make it dificult for the 
individual speculator to compete 
with this one huge organization, 
with its knowledge of the vari- 
ous movements of wheat. Some 
declare tt will take the farm bloc 
out of politics and put it in the 
economic sphere where it prop- 
erly belongs. In the accompany- 
ing article, Gray Silver, elected 
by the cooperatives to be the first 
president of the venture, tells 
what the farmers are trying to 
do. 


cooperative marketing from a Federal stand- 
point. Equally as important, however, is 
the amended Federal Warehouse Act, which 
provides for the licensing and supervision 
of warehouses and thus strengthens the 
warehouse receipts which they issue and 
which pass current anywhere in the United 
States; then, too, the Intermediate Credit 
Act, which permits the cooperative market- 
ing associations to borrow on warehouse re- 
ceipts direct from the Intermediate Credit 
Banks at a low rate of interest. This, of 
course, will be made use of providing the 
money is not readily available elsewhere. 
These four laws, it seems to me, paved the 
way for the success of this new cooperative 
marketing company. 


A Change Desired 


UCH a change was bound to come. The 

present machine for marketing grain was 
built many years ago and has been patched 
and repaired many times since. It was built 
to handle a few million bushels, whereas 
the crop now amounts to more than two 
bill!ons. It was not only a tax on the grain 
growers but upon the whole country. The 
farmer discarded long years ago the cradle 
as an up-to-date harvesting machine and 
turned to the reaper and binder. He has 
long been just as keen to perfect the mar- 
keting machinery so that there would be 
only one seller and that would be the pro- 
ducer who grows the grain crops by dint 
of hard labor, and who gambles his whole 
year’s effort against the ravages of insects, 
disease and the weather. 

But, in his efforts to get closer to the con- 
sumer with his product, he ended each time 
in a blind alley. Not only was it impossible 
for him to obtain the physical property, but 
the working capstal and the experienced 
grain merchants were not at his command 
whereby he could enter safely into nation- 
wide and international operations. 

The question naturally arises, therefore, 
how did the Grain Marketing Company 
prevail upon the five large grain firms to 
sell to the farmers? 

That question was recently put to one of 
the heads of one of the five firms, E. F. 
Rosenbaum, in my presence, and possibly it 
is best to give his reply instead of trying to 
answer it myself. He stated that it was 
self-interest and self-protection and not phil- 
anthropy that made him willing to sell. He 
was very frank to say that the lack of specu- 
lative leadership on the United States ex- 
changes, due to operation of the Capper- 
Tincher Law, has driven immense volumes 
of our former grain trade to Canada, and 
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The Kansas City elevator with 
a capacity of five and one-half 
million bushels 


the passage of the McNary-Haugen Bill 
would have put an end to grain trading as 
it is conducted. Rather than face the danger 
of government competition in grain market- 
ing resultingé from legislation of that type. 
the grain firms were ready to sell out to 
the cooperatives. 


The Real Gamble 


E further said that “if the cooperative 

principle is right, nothing can stop its 
ultimate success, and we prefer to help in 
its realization. We grain men are taking 
all the gamble in this move. It must suc- 
ceed for us ever to get our money out. We 
have our reputations and our life work at 
stake, as well as our fortunes, and we are 
bound to give the best we know in operat- 
ing the new corporation.” 

These five firms were chosen because they 
held the particular kind of genius which is 
necessary to success in the domestic and for- 
eign markets. They also either owned, or 
leased with privilege of renewal, terminal 
facilities in the cities in which it is neces- 
sary for such a large cooperative, seeking 
to handle grain coming from all points of 
the compass and shipped everywhere in this 
country and abroad, to have. What is fully 
as important, they offered to sell on a basis 
upon which the farmers could buy, and key 
men in the firms agreed to work for the 
farmers for a period of five years, during 
which time they would break in representa- 
tives of the farmers who can take their 
places, should it be desired. Further, they 
furnished $4,000,000 working capital. 

Pending the actual sale of the property, 
however, the Grain Marketing Company 
agreed to lease the properties on an 8 per 
cent annual rental basis, the valuation being 
that determined by the appraisers. And 
that brings up the question of how much 
the new company is going to pay for the 
property. Since the articles of incorporation 
permit the issuance of $26,000,000 in stock, 
it has been taken to mean by some people 
that the farmers and the public are going 


to pay that amount. The fact that the com- 


pany is incorporated for $26,000,000, of 


course, does not mean that that amount of 


stock will be issued. As a matter of fact, 
only a sufficient amount will be offered to 
pay for the properties, plus the $4,000,000 
working capital. This total amount will be 
substantially under $26,000,000, for the val- 
uation of the terminal facilities is forbidden 
to be in excess of the amount at which they 
are carried on the books of the companies. 
Within four months the properties must be 
appraised by experts in the usual manner, 
and if the value thus established is not 
satisfactory to the vendors, arbitration will 
be resorted to, but the valuation is forbidden 
to be greater than that at which the prop- 
erties are now being carried on the books 
of the respective vending companies. Other 
checks, such as statements made to the banks 
for the purpose of borrowing money, will be 
used. In addition to paying for the physical 
properties upon a fair valuation basis, the 
new company, of course, will pay back the 
$4,000,000 working capital which the sellers 
advanced. But not one cent will be paid 
for good will, “water,” commissions, broker- 
age or underwriting. 


What the Farmers Get 


NDER this agreement the farmers will 

come into possession of thirty-one great 
terminal elevators, forty primary elevators 
to be made locally-owned farmer coopera- 
tives as soon as possible, business offices in 
all the grain markets of the United States 
and thousands of miles of leased wires. 
They will have at their command a staff 
of experienced men assisted by a body of 
competent employees. Millions of bushels 
of grain are moving through these channels 
at this time. 

Plans for the sale of stock in this com- 
pany are just being completed. The charter 
authorizes a capital of $26,000,000. Of this 
amount $1,000,000 is in common or mem- 
bership stock at $1 a share. This is voting 
stock and will be offered to producers, but 
the holders of it are entitled to’ only one 
vote no matter how many shares they own. 

The rest of the stock to be issued will 
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be divided equally into Class “A” ($25 a 
share) and Class “B” preferred stock, each 
earning 8 per cent cumulative dividends. 
Class “A” stock in an amount equal to Class 
“B” stock is to be sold to the grain growers 
and others. As it is sold, the proceeds are 
to be exchanged for Class “B” stock, which 
will be retired. When that is fully accom 
plished the owners of the selling compa 
nies will be completely eliminated from 
proprietorship in the new company—for the 
properties will have been completely paid for, 
and adequate capital provided. 

Under the cooperative marketing law, 2 
per cent will be set aside for a reserve fund, 
and the balance of the earnings will be pro- 
rated to the producers and producer associa 
tions in accordance with the amount of grain 
the member sells through the Grain Mar- 
keting Company. The company will depend 
for its business on its ability to give to 
the grain poolers, the farmers’ cooperative 
elevator, grain association, and the individual! 
grain producer advantages which they do 
not now possess and to sell at a price as high 
as that of any competitor. It will simply act 
as a farmer-owned and controlled selling 
agency. This control is vested in the offi 
cers and board of directors, who are farm 
ers and farm leaders. 


Larger Volume of Business 


T is anticipated that the new company 

will do a much greater business than the 
five grain firms. That in itself should make 
for a reduction in the handling charges, but 
there are also great economies which have 
already been made through the elimination 
of the duplication of effort and the unifi 
cation of office forces, curtailment of rent, 
leased wires and the utilization of storage 
space to the best advantage. It is estimated 
that the expenses of the new company will 
be some $3,000,000 less than the five com- 
panies in handling the same volume of grain. 
This should mean a saving of something 
like 40 per cent at the outset. Elevator space 
will be employed to the best advantage, work- 
ing one elevator to full capacity all the time 
and temporarily closing another so as to 
reduce handling and storage charges. 

With the vast volume of grain which this 
concern can and expects to handle the farm- 
ers will be in a better position to meet the 
concentrated buying of European countries 
which has been such a detrimental factor with 
which 3,000,000 grain farmers as separate 
individuals or in small groups were help- 
less to deal. Likewise in the export trade, 
a saving will be made for the farmer in 
whatever advantage may be gained through 
the contracting for cheap ocean freight. 
Heretofore that advantage has never been 
passed on to the producer, but has been 
so much “velvet” to the exporter who ob- 
tained it. 

The Grain Marketing Company places the 
grain farmer on the inside of the grain mar- 
ket, and every facility and every bit of in- 
formation at the company’s command will 
be available to him. The farmer sells or 
consigns his grain to his own great grain 
market distributing company, whose pur- 
pose is to get for him the highest price, and 
which turns its profits back to him in the 
form of patronage dividends, as well as stock 
dividends. That, in some detail, is what 
we are trying to do and how we are going 
to do it. 
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’ The Most Reliable Yardstick 


of Business 


By G. ALEX HOPE 


It Is the Amount of Debits to Individual Accounts. Free From 
Perplexing Intricacies They Possess Some Definite Advantages. 
Will Stand the Acid Test of Experience. 
Veer From a Course After a Trend Has Been Established. 


N the multiplicity of demands upon the 
average executive’s time there comes 
the need for dependable data that will, 
almost at a glance, show him the trend 

of business. He may be interested in the 
prospects for fall demands among his cor- 
respondents in a certain far-away town, or 
he may need an index of the condition of 
business there at the moment. Whatever 
his need be, he demands it right now. He 
has no time to delve into conditions in 
the score of industries there, comparing each 
to the index for the country as a whole and 
then adjusting that figure in accord with 
the prospects for the’ near-term future of 
the industry. At least a score of bankers 
have told me that they contemplated doing 
just that thing “when they found time,” but 
in the rush of everyday business the chance 
never came. 

It is freely admitted that there are many 
indices of conditions. Some business men 
take production in basic industries as a crite- 
rion, others use the per capita amount of 
money in circulation, besides which there are 
the indices of wholesale prices, the status 
of employment, stock prices and a score 
of others. A very few organizations have 
staffs that can “weigh” each of these groups 
intelligently and arrive at a composite fig- 
ure approximating the condition of business 
at the time, but I am willing to venture that 
in the vast majority of cases where an in- 
telligent knowledge of current business is 
essential, such computations are either too 
lengthy or are not financially feasible. 


Concentrate 


HE solution seems to lie in the ability to 

concentrate on an already composite figure 
that is an accurate index in itself, thereby 
eliminating the necessity of lengthy compu- 
tations. Such a procedure may not, at first 
thought, appeal to the strictly academic mind, 
but it can be proven that the results justify 
themselves in accuracy and there is such an 
index that is not only an indicator of cur- 
rent performance, but something of a mute 
prognosticator—which in itself is highly de- 
sirable. 

One might choose any city in which he 
is interested. He may have several accounts 
there. I assume that he is already in gen- 
eral contact with the place through corre- 
spondents, but the point is to check these 
personal observations with something in 
black and white. 


Debits to Individual Accounts 


FTER a somewhat exhaustive search 

I have found that the most reliable 
yardstick is the volume of debits to indi- 
vidual accounts, that is, the amount drawn 
from personal and firm bank balances dur- 
ing a given period. These statistics do not 
have the perplexing intricacies that the more 
imposing “weighted averages” do, but they 
possess some very definite, if homely, ad- 
vantages. First of all, they are not ex- 
pensive to collect, inasmuch as weekly fig- 
ures are published by the Federal Reserve 
Board for 253 centers in the United States. 
They they are available frequently, promptly 
and regularly, and because of the large num- 
ber of centers reporting, they are obtainable 
for every city of commercial importance in 
the country. 

The big reason why there is efficacy in 
the plan is that it will stand the acid test of 
experience—not experiment. When you take 
the percentage changes in the sales of rep- 
resentative lines in a given town and com- 
pare them with the corresponding fluctua- 
tions in the totals of debits to individual ac- 
counts, you will discover a remarkably close 
relationship. Volume of debits rise, sales 
rise; debits fall, sales fall. Checks un- 
changed, sales unchanged. When you con- 
sider that 98 per cent of all business trans- 
actions are settled by check, it is evident 
that the figures not only fluctuate in the 
same direction, but in like proportion. This 
simple test is highly convincing, though 
it is already axiomatic that the value of 
checks must vary with the volume of pur- 
chases. 

I make the proposal, therefore, that you 
concentrate on a single indicator when ana- 
lyzing the trend of business in a given city. 
What of other indicators, you say—postal 
receipts, commodity movement, condition of 
banks, building contracts let and the rest 
of the list? We are passing them up, I 
admit. I do not intend to cast them into 
the statistical ash heap, for they can be 
grouped into a highly scientific index, though 
only by the professional statistician or econo- 
mist, who has the personal time and the 
clerical staff to build and operate elaborate 
statistical machinery. And by the time he 
arrives at his result it is often obsolete! 

It would not be fair, let me warn you, 
to say that all such weighted indices 
are either obsolete or imperfect. Such a 
statement would not be true, and I do not 
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Cities Seldom 


even mean to infer it. There are several 
highly accurate ones that are compiled with 
regularity and may be accepted if they suit 
your particular purpose. They are totals 
compiled, after the most careful “weigh- 
ing,” by men highly experienced in their 
line, and the percentage of error is de- 
cidedly small—so small that it need not be 
considered. But most of them pertain to 
the country as a whole, because the expense 
of compiling such minute data for numerous 
centers would be prohibitive. The superior- 
ity of debit figures, then, aside from their 
promptness, economy and regularity, lies 
in the fact that they provide an index, but 
only for the country as a whole, but for 
every center making up that total. It is, 
therefore, possible for everyone using them 
to know not only the general condition of 
business, but its light and dark spots! 


Concentrate on Two Years 


NOTHER suggestion that may seem 

more of a departure from the conven- 
tional than the first is that you concentrate 
on just two years, the present and the one 
immediately preceding! The selection of a 
“normal” year for the base or even the 
“five year average” is likely to produce com- 
plications because of the growth or decline 
of a place in the interim. Consider a typi- 
cal example: Suppose the debits of a city 
during a recent month were $600,000,000, a 
figure approximating the actual St. Louis 
total. If the figure should drop to $300,- 
000,000 per month, it would be indicative 
of an extreme depression. Business had 
been built up to the $600,000,000 level; over- 
head had been increased by the enlargement 
of plants, and commercial enterprises were 
stocked for a $600,000,000 monthly business. 
The drop to $300,000,000 would result in 
a severe shake-up in most plants, and there 
would be talk of “deflation” until business 
had accustomed itself to the lower level. 
But if in the succeeding year an upturn to 
$450,000,000 in the corresponding month was 
noted, this increase of 33 1/3 per cent would 
be received with a wave of optimism, while 
the former normal would be but a dim mem- 
ory. A sharp decrease from present normal 
levels seldom occurs without numerous com- 
mercial casualties, inasmuch as fixed costs 
follow close in the wake of expansion and 
are hard to reduce, though once deflation 
has run its course a healthy increase is 
received with gratification, even though its 
peak is still below the previous normal. ~ 
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The safest way, then, is to compare any 
one month or week with the corresponding 
period in the year immediately preceding, 
avoiding any comparisons which might be 
invalid because of seasonal considerations. 
It would be erroneous, for instance, to say 
that business in a selected city was improv- 
ing because September debits were 9 per 
cent above those of the month immediately 
preceding, because there is about that seasonal 
upturn in most places. If such were the case, 
it would be likely that business there was 
just about holding its own. These seasonal 
changes, moreover, are so varied and so 
violent in different sections of the country 
that it is well in the interest of accuracy 
to avoid them, unless perchance you have 
established an accurate index of the sea- 
sonal change for the place in question. There 
again you become involved in “weighing” 
your figures, so expediency suggests its omis- 
sion. 

A plan very generally adopted is to trans- 
late the figures into percentage comparisons, 
so that a more accurate idea of the extent 
of the change is obtainable. If 100 is al- 
lowed to represent a city’s debits during a 
given week in last year, and this 100 actually 
means debits of $100,000,000, then if the 
figure for the corresponding .week in the 
current year is $103,000,000, there has been 
an increase of 3 per cent. Suppose, how- 
ever, that the percentage comparison has 
shown business in the selected locality to 
have fallen below normal, say the percentage 
figure reads 94 for May. If, then, the June 
figure is 95 and July reads 98, the trend 
is upward and the bottom of the depression 
has been passed. 


This Is the Crux 


HE crux of the matter lies in the fact 
that cities seldom veer from their course 
when once a trend is established. A con- 
stant check on important centers that have 
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President Oregon Bankers Association 


reported since 1919 shows that, unlike the 
stock market, there are no “technical re- 
actions” that the observer is called upon to 
distinguish from major turning points. 
When once a “bull market” in debits gets 
under way, it holds its upward course until 
it turns definitely downward. A trend is 
never reversed over night and once estab- 
lished usually persists for months. 

Of course, someone has to ask what we 
are going to do about the towns that do 
not report. The answer is easy: Forget 
them. When you consider that you have an 
index from 253 centers that report 93 per 
cent of the total debits of the country, it 
is fair to assume that this index lives fully 
up to the statistical prerequisite of being 
“representative” so far as the aggregate is 
concerned. It is all of that. If, however, 
your particular need is for data concerning 
some isolated non-reporting town, a fair es- 
timate of its condition can be had by taking 
the debits of surrounding centers, for which 
figures are available. Beyond that it is in- 
advisable to go, inasmuch as the account 
is likely to be so small that further research 
would be about like paying $1,000 as a pre- 
mium on $1,000 credit insurance. You'll find 
that neighboring towns are so closely inter- 
connected by economic ties that if a reporting 
center shows an upward trend, it is fair to 
believe that its satellites are doing the same. 
The clue is a good one to follow. 

It is uncanny to see how clearly the trend 
of business is disclosed by analyzing check 
transactions. It is ordinarily possible to 
recognize the trend as far ahead as ninety 
days. It is not possible, of course, to gage 
the extent of the movement, but the direc- 
tion is far more important anyhow. If one 
is considering conditions in the light of 
current commitments it is well to remember 
that the ability of a debtor to pay depends 
not so much on conditions obtaining at 
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the time the commitment ts made as upon 
conditions prevailing on the due date. 

Obviously there are more elaborate in- 
dices than this, but after five years of con- 
stant watching this one has proved itself 
the most highly commendable of all—in- 
cluding many more intricate and costly, and 
with their consequent delays in compilation. 
It is, therefore, recommended for its sim- 
plicity, its economy, its promptness and, above 
all, its veracity. 


Membership Dues 


N September 1, the beginning of the 

American Bankers Association’s fiscal 
year, Certificate-Drafts for membership dues 
for the year end'ng August 31, 1925, were 
sent to all members of the association. A 
very large percentage of members have re- 
mitted. If you have not done so, and the 
certificate is not in your possession, please 
see schedule of dues on page 93 of the 
August JourNAL and remit accordingly. 

The membership is over 22,000, or ap- 
proximately 70 per cent of all banks. There 
is a large amount of work in the collection 
of dues, and it is the desire of the officials 
that the collection be completed at an early 
date, thus eliminating unnecessary corre- 
spondence and delay. 

Under the by-laws, dues are payable in 
advance on September 1, and the Constitu- 
tion provides that non-payment of dues with- 
in thirty days after they are due shall re- 
sult in the forfeiture of all privileges of 
membership until payment thereof, and fail- 
ure to pay such dues within three months 
after they are due shall result in forfeiture 
of membership. The loyalty of members is 
appreciated, but those who have not re- 
mitted are urged to do so promptly. 

Remittances should be made in New York 
funds direct to our New York depository— 
The American Exchange National Bank, 
New York City, and checks made payable 
to the order of that institution. 
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By W. J. BAILEY 


Governor, Federal Reserve Bank of Kansas City 


Products of the Farms Estimated to be Worth $250,000,000 
More than those of Last Year. Wheat Farmer Who Six Months 


What the 1924 Crop Means to the 
Tenth District 


Ago Had Everybody’s Sympathy is Now Out of His Troubles. 


Notes Paid Before Maturity. 


UCH has been written of the 

bountiful crops that have been 

produced in the Middle West 

this year, 1924, and I have been 
requested to give the information that has 
come to the Federal Reserve Bank of Kan- 
sas City of the conditions in the Tenth 
Federal Reserve District, comprised of the 
states of Kansas, Nebraska, Colorado, Wy- 
oming, all of Oklahoma except eight coun- 
ties in the southeast corner of the state, part 
of New Mexico and two tiers of counties.on 
the west side of the state of Missouri. 

The August report of the United States 
Department of Agriculture of State Boards 
of Agriculture indicates that the Tenth Fed- 
eral Reserve District this year is producing 
its greatest crop of farm products. 

The district’s wheat crop, estimated by 
the government on Aug. 1 as 300,314,000 
bushels, is the largest of record and proba- 
bly the best crop ever grown. It exceeds 
last year’s crop by 119,981,000 bushels. Com- 
puted at the average farm price on July 15, 
it has a value of around $281,000,000 or 
$133,500,000 greater than the value of the 
1923 crop, and at this writing, Aug. 26, it 
is the opinion of those best informed that the 
wheat crop will be at least 25,000,000 bushels 
more than the Aug. 1 estimate, making the 
wheat alone worth $155,000,000 more than 
the crop of 1923. 

Enormous crops of oats, rye, barley, hay, 
potatoes, melons and fruits have been har- 
vested, and proceeds from their marketings 
are helping vastly to swell the prosperity of 
this district. 

The condition of the corn crop in the 
district has improved materially since the 
Government’s report of Aug. 1, and in the 
corn belt of Kansas and Oklahoma the crop 
is practically made and beyond danger of 
frost and we are assured of a record crop 
of corn. Nebraska corn has made rapid 
improvement during this time, but an early 
frost may reduce its yield and quality. 


A™ on top of this enormous production 
there has come during the past sixty 
days an increase in prices of grain and 
hogs to higher levels than have prevailed 
since 1920, thus insuring the farmers larger 
money returns from their 1924 crops. 

Cotton in Oklahoma promises a_ record 
crop for that state, estimated now at 1,135,- 
000 bales, and up to this time we have had 
no report of serious damage by the boll 
weevil and the crop is well along toward 
maturity. 


As a result of this unusual condition, that 
of having a large crop of both corn and 
wheat in the same year, added to the higher 
prices of practically all the products of the 
farm, compared with last year, makes the 
value of farm products in 1924, based upon 
present prices, worth $250,000,000 more 
than were the products of the same terri- 
tory in 1923, and taking into consideration 
that the 1924 crop has been made with less 
cost than that of 1923, we begin to realize 
what this means to the general prosperity 
of the Tenth Federal Reserve District. I 
wish to emphasize that it means a profit of 
$250,000,000 to the farms of this district 
over last year upon the same investment 
and practically the same overhead, which I 
submit as a snug sum to place to the credit 
of the profit and loss account of agricul- 
ture in this district. 

What does this mean, first, to agriculture 
itself and then to every legitimate industry 


and enterprise, not alone to the Tenth Fed-' 


eral Reserve District, but to the country as 
a whole? First, and I think one of the 
greatest blessings, it has and will raise the 
morale of our farmers; it has brought 
hope where there was discouragement; it 
has established confidence where there was 
doubt and has proved beyond a cavil that 
agriculture is not headed for the rocks, as 
has been so freely claimed by those who 
ignore economic law and advocate that 
wealth can be made by class legislation in 
defiance of natural laws. 
WONDERFUL change has 
brought about. Let us take the wheat 
farmer to illustrate. Six months ago he had 
the sympathy of everyone and all kinds of 
unsound and impractical propositions were 
proposed for his benefit. Today the wheat 
farmer in this district is the King Bee. 
What has brought about this changed con- 
dition in so short a time? We are having 
one of those bumper crop years that come 
periodically in this great Southwest, and 
it has come to us at a time when other 
great wheat producing countries have had 
poor crops, and the time-old law of supply 
and demand is at work and ail the world 
needs our wheat at the advanced prices. 
What will it mean to the credit condition 
of the district, especially as applied to the 
banks? I am sure that this new wealth 
that has come to the farmers of this dis- 
trict will be and is being used by them to 
pay their debts to the banks and merchants, 
who, in turn, take up their notes at the 
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Banks Now in Good Condition. 


banks, and already many banks that six 
months ago were in a perilous situation find 
themselves in good condition. 

There are many banks in the Tenth Dis- 
trict that have continuously had their cus- 
tomers’ notes under rediscount with the Fed- 
eral Reserve Bank, practically the same notes 
for from one to three years that have now 
taken up their rediscounts, not only with the 
Federal Reserve Bank, but have paid back 
the money borrowed from their correspon- 
dent banks. 

Since July 15 to this date 2933 notes ag- 
gregating $5,221,384.16 that had been re- 
discounted by country banks were paid off 
before maturity, and $25,653.42 of interest 
was rebated to farmers through the country 
banks, 

There are many human interest stories 
that tell of the prosperity of this year as 
compared with the adversity of the past 
three years. I will only relate one, which 
is but a sample of many more. 

The writer knows of a renter in one of 
the large wheat growing counties of Kan- 
sas, who for three years had rented a farm 
of 700 acres, and at the end of each year 
this renter found himself, with all his hard 
labor, no better off. This man and his 
good wife at the end of the seeding time 
for two years had gone into the county 
seat and worked in a restaurant to help pay 
the living expense and to keep from going 
farther into debt. 

This year this same renter raised on his 
700 acre farm 20,000 bushels of wheat, worth 
at his railroad station when he sold $1.00 
per bushel. 


VERYONE who has something to sell 
has his representative in this section 
of bountiful crops and good prices. But be 
it remembered that a goodly portion of this 
new money will go to pay debts already 
contracted and long since past due, as well 
as past due interest and farm payments. 
There will be some hang-over, but in a 
large way this crop of 1924 has changed 
this magnificent farming territory from 
one of adversity to one of prosperity, and 
I am sure that our bankers, our farmers 
and business men generally will take wisdom 
from the experience of the past three years 
and will provide for the lean years that 
experience has taught us will come. 
It is the experience of every country and 
every section that we have our lean and our 
(Concluded on page 179) 


The Russian Moujik Turns Banker 


By ROBERT CROZIER LONG 


Correspondent of the London Economist at Berlin 


The Existence of 3000 of these Enterprises Indicate that if a 
Country is Deprived of its Banks by Force Other Banks Will 


Spring Up to Supply the Needs of the Population. 


How 


the Problem of Operating Without Currency Was Met. 


HEN Russia’s social history 

under Bolshevism comes to be 

written, nothing will appear 

more remarkable than the in- 
genuities of self-help with which the anti- 
Communist peasantry overcame the obsta- 
cles to progress involved in the Communist 
system. 

Under Communism the Russian moujik, 
as the peasant is called, survived; and as he 
got no help, but only hindrances, from the 
Soviet state his mere survival is proof that 
he success fully 
adapted himself to, 
or at least success- 
fully evaded, the 
anti-economic Bol- 
shevik system. With- 
out money he man- 
aged to trade; de- 
prived, through the 
collapse of urban 
industry, of clothing, 
artificial fertilizers, 
farm - machines, 
building materials 
and domestic uten- 
sils, he produced 
these things crudely 
for himself by re- 
viving his moribund 
system of cottage in- 
dustries, by reviving 
them so_ efficiently 
that Communism 
began to dread 
“peasant capitalism” 
even more than it 
had formerly dreaded 
city capitalism. 

At the moment 
when_ Bolshevism 
was tentatively and 
timorously again permitting private industry 
and trade in the cities, the ignored moujik 
had created an industry and trade of his own 
in the villages. Faced with the alternatives of 
extinction or self-help, he chose the latter. 
And today rural Russia is essentially healthy. 
As in 1921, it has its local famines, but it had 
famines under Tsarism; and it is so clearly 
the only productive factor in the national 
economical system that when the Soviet mag- 
nates felt compelled to re-enter international 
commerce, the only commoditics which they 
could deliver to abroad were products of 
peasant, anti-Communist and anti-Bolshevik 
hands. 

If private banking is todav tolerated in 
Soviet Russia, the credit must go to the 
moujik. Academic admission of the need 


for banks had long no effect. “Banking,” 
admitted Lenin early in 1921, “must be re- 
stored. Trying to restore trade without 
banking is the same as trying to restore 
muscular activity without restoring blood 
circulation.” This obvious truth was the 
most painful to make of all the numerous 
Bolshevik recantations. Industry and trade 
might—at least superficially—be treated as 
proletarian “manual” labor, but banking had 
always “capitalistic” associations. And so, 
not until the Swede Olof Aschberg founded 


Managing Board of the Moscow Stock Exchange. Those in the photo are, left to right: 

Krasnoschekov, president of the Industrial Bank, whose trial for embesslement has been 

a@ sensation in Moscow; Kahanovitch, Hodrovm, Golyatkin and Gomberg, president of 

the stock exchange. Alexander Krasnochekov, as he is now known, at one time lived in 
Chicago as a lawyer under the name of Tobanson. 


in 1922 his Russian Commercial Bank at 
Moscow was there any Soviet Russian bank- 
ing of normal type. 

Yet banking, of an abnormal type, a sort 
of surrogate for banking, had already been 
created and had made considerable prog- 
ress though it flourished almost unseen. 
It was peasant banking, and it a1ose be- 
cause rural industry and trade could not 
do without it. When peasant self-help in 
industry began to show results, peasant 
self-help in banking became inevitable. As 
long as the individual peasant, deprived of 
clothes, ploughshares, axes and nails, made 
these rudely for himself only, he got along 
tolerably without banks. But when a more 
elaborate peasant industry began to grow 
up, based on the division of labor and in- 
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volving sales first from one peasant fam- 
ily to another, then from one village to 
another, banking as blood circulation for 
the new muscular activity became _indis- 
pensable. Accounts had to be kept, pay- 
ments made and, later, credits given. The 
moujik set to and created his own substi- 
tutes for banking. Whether these substi- 
tutes will develop further, now that pri- 
vate capitalistic banking is being restored, 
is doubtful. It is also doubtful whether 
the new peasant industries will develop now 
that urban private 
industry is being in 
some measure re- 
stored. But in a 
few years peasant 
banking, like peas- 
ant industries, made 
such very great 
progress that even 
had the Bolshevik 
prohibition been 
maintained Russia 
would certainly have 
had an _ elaborate 
banking — system 
within ten years. 


Banks Rose 


Unseen 


first peasant 
banks rose entire- 
ly unseen. The origin 
of the movement is 
best shown by rec- 
ords of a criminal 
trial held in Kursk 
(South Central Rus- 
sia) in June, 1921. 
Five peasants and 
an ex-bank clerk 
from Moscow were charged before the 
Revolutionary Tribunal with illegally con- 
ducting a bank. They were acquitted, but 
only through an accident—a corrupt So- 
viet official was discovered to have secret- 
ly given the peasants a permit. The 
New Peasant Bank (Novy Derevenski 
Bank), as it was called, had started three 
months before; had at first operated only in 
its own village, had later done inter-village 
banking work, and had finally carried on 
business secretly in the cantonal capital. 
The publicity given to this trial brought 
out the fact that other peasant banks were 
being started, mostly also in South Russia. 
Since then the growth of the peasant bank- 
ing system has been advertised by repeated 
complaints in the Bolshevik press, lastly by 
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the assertion of the Communist Radaieff, 
now deputy controller of the Moscow Mint, 
that “usurious persons in scores of villages 
have abandoned manual work and are mak- 
ing large profits by professing to manage 
the monetary affairs of the peasant popula- 


tion.” 


Followed Cooperative Principles 


pew moujik as banker seems at first 
sight an anomaly. But that is not so. 
The moujik is essentially a cooperator, and 
banking, when it had to be, as in Soviet 
Russia, started without outside capital, was 
bound to follow cooperative principles. In 
pre-revolution days village cooperation and 
solidarity were so strong that they served 
the Bolsheviks later as a specious argument 
to prove that the moujik was naturally a 
Communist. Russian village land was long 
held in common, subject to recurring re- 
distribution on precisely the same lines as 
are described as Peruvian in Prescott’s His- 
tory. Until well on in the twentieth century 
the Russian village was collectively respon- 
sible for payment of its individual mem- 
bers’ direct taxes, and nowhere did co- 
operative associations multiply so rapidly 
as among Russian farmers. Even the pre- 
revolution capitalistic banks fulfilled one 
of their most important functions by apply- 
ing the principle of collective responsibil- 
ity. Checks being little in use, the great 
city banks habitually transferred money by 
physical payment of state bank notes. This 
they did through messengers. It was a 
common event for a business man to re- 
ceive on a single morning visits from half 
a dozen bank messengers, who handed over 
in notes sums of 1000 roubles, 5000 roubles 
or even more. At the business man’s of- 
fice appeared an ill-dressed, very untidy per- 
son, usually with plain peasant manners 
and speech, who extracted packets of bank 
notes from a patched satchel, presented a 
receipt for signature, and went. To 
foreigners, used to the over-elaboration 
prevailing in other branches of Russian 
business life, this primitive system seemed 
surprising. What bank would trust an il- 
literate peasant with the distribution of mil- 
lions of roubles on a single day? The ex- 
planation was — collective responsibility. 
All the scores of bank messengers in the 
city were organized in an association called 
an “artel,” which not only guaranteed the 
individual messenger’s honesty, but also paid 
for the bank’s losses if he proved unfaith- 
ful. The system worked admirably. Hard- 
ly ever did an “artel” messenger act dishon- 
estly; if he did, his “artel” paid up the 
loss; and the case was so rare that the 
other “artel” members hardly felt the bur- 
den. The “artel” system flourished also in 
other kinds of business; and when peasant 
banking began a few yeurs back it adopted 
the principles of the “artel.” 


Loss of Banks Turned the 
Peasants 


oe though the Bolsheviks de- 
stroyed its capitalistic forms, could not 
be dispensed with in rural Russia. The 
peasant needed it almost more than even 
the city man. If, on the one hand, Russian 
farming is so primitive that its bank trans- 
actions were small, on the other hand, 
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Russian farming remained a reality, where- 
as city industry almost entirely disappeared. 
Speakers at the Agricultural Congress held 
in Moscow in 1921 declared that nothing 
had operated so strongly to turn the peas- 
ants against the Soviet system as the depri- 
vation of banking facilities. “The Soviet 
government,” said one speaker, “even op- 
poses its own interests. It complains that 
the cities get no food, but ignores the fact 
that it has no mechanism with which to 
pay for food.” The Soviet magnates, how- 
ever, did nothing, but maintained the pre- 
tense that banks were superfluous inven- 
tions of capitalism. Yet already under their 
noses, peasant banks were being surrep- 
titiously founded, founded so rapidly that 
a year ago nearly every county in every 
Russian province had a rural institution 
which, though often not called a bank, car- 
ried on banking transactions to the benefit 
of the countryside. 

At first these foundations largely es- 
caped notice because they grew organically 
out of mere institutions created for barter. 
Banks cannot exist without money, and there 
was no money worthy of the name. Before 
the peasant banks proper arose, peasant 
commodity exchanges were founded. Three 


years ago rural business and, indeed, city. 


business was largely barter. The moujik 
sold his rye and his eggs in exchange for 
ploughshares, nails or roof iron. But this 
system of pure barter was never popular. 
It was supplemented in South Russia, where 
peasant initiative was strongest, by what 
were called barter banks. The barter bank 
dealt in theoretical money. Goods were 
exchanged according to their estimated 
value in pre-war gold roubles. The peasant 
seller of rye, taking pre-war prices, valued 
his rye in gold; and the seller of metal 
articles, clothing and so on did the same. 
On these lines dealers could keep accounts 
against one another. A debt of so many 
gold roubles was finally extinguished by de- 
livery of goods of that value in gold roubles. 
The barter banks controlled and registered 
such transactions, though at first no money 
whatsoever passed hands; and for one chief 
function of banking, the giving of credit, 
no provision was made. 


Russia Anticipated Germany 


N nearly every development connected 
with currency depreciation Russia an- 


ticipated Germany. She anticipated Ger- 
many in the system above described. Rus- 
sian peasants were already calculating in 
gold roubles in 1921. Germans began to cal- 
culate in gold marks only in 1923. Between 
August, 1923, when the paper mark te- 
came absolutely hopeless, and November, 
1923, when the currency was reformed, 
practically all German trading was con- 
ducted in theoretical gold marks, payment 
being made in depreciating paper marks at 
their gold value of the day. The Russian 
peasant barter banks pushed this system 
rapidly into use. They did not, however, 
meet the demand for a general rural bank- 
ing system, in particular for credit. This 
demand was later met, also, by anticipat- 
ing German methods. The peasant banks 
which grew out of the barter banks began 
to give credit, and as there was no stable 
currency in which to give credit, credit was 
given in units of wares. 
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The Russian peasant banks’ credit sys- 
tem was to lend paper roubles of  ver- 
changing (usually depreciating) value, and 
to book the debt in units of wares. This 
was later the German system. The motive 
was to protect the lender against currency 
depreciation. Anyone who at a given time 
lent to a German municipality 100,000 paper 
marks, worth say $50, could expect to be 
repaid 100,000 paper marks, worth say 50 
cents. He, therefore, refused to lend. So 
German public authorities, also private con- 
cerns, borrowed in units of coal, rye, wheat 
or potash. The lender lent enough marks 
to buy a ton of coal, and the borrower 
undertook to pay back enough marks to 
buy back a ton of coal. As coal has a 
more or less stable gold value, this system 
protected the lender against loss. At pres- 
ent in Germany there are many such out- 
standing loans—the Prussian state con- 
tracted a potash loan—and some of them 
are still quoted on the Berlin Bourse. All 
this was done years before by the Russian 
peasant banks. Peasants with more paper 
roubles than they needed deposited them ‘n 
their village bank and were credited with 
their then value in rye. The bank lent the 
paper roubles to another peasant, and deb- 
ited him with their value in rye. If rye 
doubled in price the borrower had to pay 
back twice as many roubles. The bank could 
not lose and could not, therefore, default 
as against the original depositor. This 
system spread very far. It was crude, but 
it met the demand of savers and the de- 
mand of borrowers, and rural credit was 
to some measure restored. After the sys- 
tem was entered upon, the peasant banks 
began to expand. They entered into rela- 
tions with one another ; and they were com- 
pelled to create a certain organization. That 
attracted Moscow’s attention and aroused 
Moscow’s suspicion. But already the for- 
mal recantation of Communism was well 
on its way, and this time Moscow did not 
try to suppress the banks. Instead it made 
the elaborate pretence that they were not 
banks at all, but only associations of usurers 
who, as -in pre-revolution days, were suck- 
ing the innocent moujik’s blood. 

This accusation was not true; and it did 
not hinder the spreading of the banks. It 
was not true, because the peasant banks 
were mostly not the creation of individuals. 
They were collective creations. As a rule 
they were managed by committees. They 
existed even in Bolshevik villages. These 
Bolshevik villages were settlements where 
an exceptionally large proportion of peas- 
ant land came from expropriated nobles’ 
estates. Here the peasants had personal 
reasons for favoring Bolshevism. But even 
these Bolshevik villages, forestalling. the 
Bolshevik magnates at Moscow, discovered 
that some kind of banking was necessary 
for the conduct of trade. In order to. dis- 
guise the truth, and to lull their Bolshevik 
consciences, they called the new institutions : 
Proletarian-skiye Banki. The new credit 
institutions, it was proclaimed, existed mere-~ 
ly for the furthering of Communist: ideals. 
Here was ignored the fact that Communist 
ideals abjured money transactions of any 
kind; that Finance Commissary Krestinsky 
proclaimed in 1920 that the rapid deprecia- 
tion of the Soviet rouble was a blessing be- 

(Continued on page 169) 
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The Condition of Business 


Adoption of the Dawes Plan Expected to Aid American Trade. 
Farmer Purchasing Power Highest in Four Years. Textile Situa- 
tion Improved by Large Cotton Crop. Production and Trade 
More Active in August, Although Commodity Stocks Large. 


HE acceptance by the French and 
German governments of the London 
Conference agreement on ways and 
means for bringing into operation 
the Dawes proposals for settling the repa- 
rations problem was generally considered 
as putting the European situation in a bet- 
ter way than at any previous time since 
the War. Surely from the standpoint of 
world trade in general and American trade 
in particular, this development was the most 
important in August, although its main ef- 
fects will probably not appear at once. 


Features of the Dawes Plan 


CCEPTANCE of the Dawes plan marks 

a victory for economic methods over 
political in dealing with the reparations prob- 
lem. In brief, the plan undertakes to bal- 
ance the German budget, to stablize Ger- 
man currency, and to provide for repara- 
tion payments. An international loan . of 
$200,000,000 is contemplated, the proceeds 
of which will be used in part for estab- 
lishing a new bank of issue which shall regu- 
late the currency and through which all 
reparation payments are to be made. While 
the bank is to be the fiscal agent and de- 
pository of the German government, it will 
be free from government control and sub- 
ject to supervision in matters affecting the 
creditor nations by a general board of seven 
Germans and seven foreigners, one of the 
latter being the Bank Commissioner. The 
sources of revenue for reparation payments 
consist of the proceeds of the international 
loan (for the first year’s payment), mort- 
gages on German railways and industries, a 
transport tax, and revenues from the general 
budget which are guaranteed by customs and 
certain other “controlled revenues.” 

The experts estimate that the plan will 
produce payments increasing gradually from 
$250,000,000 the first year to $625,000,000 in 
the fifth and subsequent years, subject to 
adjustment according to Germany’s ability 
to pay as determined by an index of pros- 
perity. All reparation payments are to be 
deposited in the bank to the credit of the 
Agent General for Reparation Payments, 
who with five experts in foreign exchange 
and finance will undertake to transfer to 
the Allies the maximum amount consistent 
with currency and exchange stability. 


Results to Be Expected 


N a special report on the economic con- 

sequences of the acceptance of the Dawes 
plan, the United States Department of Com- 
merce foresees in due time a revival of 
world trade, in which our country is bound 
to have its share. It estimates that the 
actual quantity of merchandise entering into 
international trade in recent months has been 
only about 80 per cent of the pre-war vol- 


ume, due to the lowered standards of pro- 
duction and consumption over a large part 
of eastern and central Europe. As a result 
of increased stability in business and finance, 
European exports will be larger and her 
purchasing power consequently increased. 
Europe now takes one-half of all American 
exports, chiefly staple food products and 
raw materials for manufacture, and ships 
to the United States one-third of all goods 
imported for our domestic consumpt on. Im- 
proved conditions in a market area which 
consumes so great a volume of our goods in 
proportion to those it ships to us cannot help 
but benefit our trade. Moreover, increased 
European purchases from South America and 
the Far East should in turn stimulate our 
exports of manufactured products to these 
countries. Naturally these changes are not 
expected overnight, but in the long run any- 
thing which makes for economic stability in 
Europe should be of benefit to American 
trade. 

The financial features of the plan will 
probably be more directly felt in America. 
The belief in financial circles at the end 


of August was that one-half of the pro- 
posed international loan of $200,000,000 
would be offered on a dollar basis in the 
American market and would be readily ab- 
sorbed. The present easiness of the money 
market is also expected to lead to substan- 
tial loans to private German business inter- 
ests who will need dollar credits. 


Increased Crop Value 


MPROVEMENT in the European situa- 

tion removes one of the chief handicaps 
under which American industry has labored 
in the past few years. The two other prin- 
cipal drawbacks were the hard times in the 
grain sections and depression in the tex- 
tile industry. Recent developments have 
changed the outlook in both cases. 

The farm value of the principal crops 
this year is calculated by the Reserve Bank 
of New York at about $8,150,000,000, or over 
one-tenth more than the amount received 
last year, as shown in the accompanying dia- 
gram published by the bank. In the case of 
the corn crop, the increase in value reflects 


Estimated value of principal 1924 crops at July 15 prices at the farm compared with 
Dec. 1 value of crops harvested in 1921, 1922 and 1923 (in millions of dollars) 
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higher prices, as the prospective yield is 
smaller than last year, while the reverse is 
true of the cotton crop. In the case of the 
wheat and oat crops, the larger value re- 
flects both increased production and higher 
prices. 


Agricultural Prosperity 


= financial position of the farmers as 
measured by the exchange value of their 
products for non-agricultural commodities, 
including clothing, fuel, building materials 
and housefurnishings, is gradually working 
toward a pre-war parity. As a result of 
the recent rise in farm products and the fall 
in prices of non-agricultural products, the 
Department of Agriculture reports that the 
present exchange ratio is 83 per cent of pre- 
war, which is the highest figure in nearly 
four years. 

Evidences of this prosperity have already 
appeared in an improved banking situation in 
the Middle West. The number of bank 
failures has decreased and liquidation of 
farmers’ loans has proceeded rapidly, ac- 
cording to the Kansas City Reserve Bank, 
whose records show that 2391 farmers’ notes, 
which had been rediscounted by 53 banks 
in the wheat belt, were paid before maturity 
within a period of three weeks. “Instances 
have been reported,” says the bank, “where 
this year’s wheat crop cleared up the entire 
farm mortgage indebtedness and wiped out 
losses from two years‘ of failure. In more 
than one case farmers whose farms were 
sold under foreclosure proceedings took 
their wheat money and redeemed their farms 


under the Kansas eighteen-months’ redemp- - 


tion law.” 


Small World Wheat Crop 


HE increase in value of the wheat crop 

results from the fact that, while our out- 
turn of wheat promises to be larger than 
last year, the crop of the rest of the world 
is smaller, due to unfavorable weather con- 
ditions. Reports to the Department of Ag- 
riculture from 21 countries which last year 
produced 80 per cent of the crop in the 
Northern Hemisphere indicate a reduction 
of about 11 per cent, the largest part of 
the decline being in Canada. 

The good fortune into which American 
wheat growers have fallen appears in some 
cases to be leading to an increase in the 
amount of land now being prepared for fall 
sowing. The Department of Agriculture 
has pointed out the danger of such a policy. 
American wheat acreage was greatly en- 
larged during the war years as the result of 
the high price for wheat, which made it profi- 
table to utilize land even where the cost of 
production was high. The investigations of 
the Tariff Commission have shown that the 
cost of producing wheat in Canada is much 
smaller than in this country and, therefore, 
in years of normal growing conditions, Can- 
ada enjoys a decided advantage in compet- 
ing for world markets. 


Improved Textile Outlook 


THIRD handicap affecting business in 

the past year has been the depression in 
the textile industries. In the case of cot- 
ton goods the low ratio of operations has 
been due to cotton-crop shortage and the 
unwillingness of consumers to pay for goods 
the prices necessitated by the high prices 


of raw cotton. During much of the cotton- 
marketing year, future deliveries sold 5 to 
6 cents below the spot quotation, and manu- 
facturers and merchants were consequently 
hesitant to purchase. The silk goods market 
was affected in a similar way by unsettlement 
in raw material, while business in woolen and 
worsted goods was slack, despite the fact 
that raw wool prices were stable. 

At the middle of July it appeared that the 
cotton crop would be short for the fourth 
year in succession, and as a result the price 
of cotton advanced to the 35 cent level, the 
highest since last November. Between the 
middle of July and the middle of August, 
however, weather conditions were more fa- 
vorable for cotton, while damage to the crop 
from the boll weevil was smaller than usual. 
The expected yield of cotton advanced more 
than 1,000,000 bales, and at about 13,000,000 
bales promised to be the largest in four 
years. The price of cotton fell rapidly, and 
at about 26 cents at the end of August the 
spot quotation was only slightly above the 
price of midsummer, 1923, when mill takings 
fell below the normal volume. Moreover, 
prices on future deliveries were only a very 
little lower than the spot price, so that the 
incentive to postpone buying was much re- 
duced. Apparently as a result of this de- 
cline in raw cotton, mills became more ac- 
tive in the latter part of August, both in 
New England districts and in the South. 

In the woolen industry the improvement 
has been less noticeable. Opening prices 
named by the largest manufacturer on spring 
lines of men’s wear were about 7 per cent 
lower than a year ago and slightly lower 
than on goods for this fall, and it was gen- 
erally thought that these reductions would 
tend to stimulate buying. 


Larger Business in August 


HE breaking of the deadlock over Ger- 

man reparations, the improved conditions 
in the agricultural sections, and the better 
textile outlook were presumably factors be- 
hind a moderate expansion of business late 
in July and in August. 

In the field of industry steel mill opera- 
tions declined to about 40 per cent of capac- 
ity by the middle of July, and total output 
of iron and steel reached new low levels 
since the winter of 1921-1922; but by the 
end of August operations were up to about 
55 per cent of capacity. Unfilled orders of 
the Steel Corporation showed a much smaller 
decline in July than in preceding months, 
and bookings in the first three weeks of 
August were reported to be 10 per cent 
larger than in July. 

Production of passenger automobiles, after 
declining steadily for three months, increased 
9 per cent in July, notwithstanding that a 
seasonal decrease usually occurs in that 
month. Production of flour, cement, coal 
and copper were also larger than in June. 
Along with the increase in automobile out- 
put an increase in factory employment at 
Detroit was reported in the latter part of 
July, and in August the proportion of full- 
time workers increased. 


on trade and general business 
conditions generally indicated increases 
in July and August. Wholesale and retail 
distribution of goods in July compared much 
more favorably with a year ago than in 
June, although the July totals were well be- 
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low normal as measured by the experience 
of past years. Railroad shipments of mer- 
chandise and miscellaneous freight and grain 
increased in July and the first half of Aug- 
ust, and averaged slightly larger than last 
year; but loadings of coal, lumber and ore 
continued smaller than last year. Perhaps 
the best single indication of larger business 
activity in August was an increase in the 
volume of checks passing through the banks, 
both in New York City and in 140 outside 
clearing centers. 


HE easy money conditions of July con- 

tinued during the first two weeks of 
August, but after the middle of the month 
the money market became slightly firmer, re- 
flecting seasonal requirements for credit for 
commercial purposes, increased demand from 
the financial markets, and some tendency for 
funds to move from New York to the 
interior. The open market rate on prime 
commercial paper, after declining an addi- 
tional 1% of 1 per cent to 3-3% per cent 
early in August, advanced slightly later in 
August, as a result of less active buying 
by banks in New York and other large 
centers. There was also an advance in the 
open market rates for bankers’ acceptances 
and short term Treasury securities. 


Commodity Stocks Still Large 


EHIND the curtailment of manufactur- 

ing activity which began in the spring 
was the important fact that production in 
several basic industries was so much greater 
than actual trade demand that unsold stocks 
were accumulating rapidly. The Depart- 
ment of Commerce publishes monthly fig- 
ures showing stocks of 45 commodities. di- 
vided into four general groups: Raw food- 
stuffs, manufactured foodstuffs, raw mate- 
rials for manufacture and manufactured 
commodities. 

Taking all 45 commodities together, stocks 
began to rise in May of 1923 and by May 
of this year were within about 4 per cent 
of the peak reached during the depression 
of 1921. As shown in the table below, the 
rise during the year was chiefly in stocks 
of manufactured commodities, which were 
larger than ever before. This group in- 
cludes petroleum products, cottonseed oils, 
cement, brick, flooring, lumber, enamelware, 
zinc, pig iron and paper. 


(1919 Monthly Average=100) 
19 


24 
Stocks of 1923 
Commodities May May July 
Raw foodstuffs........... 143 185 153 
Raw materials for manu- 


Manufactured foodstuffs... 79 84 87 
Manufactured commodities 117 168 162 
Total, all groups........ 111 142 131 


While the July figures show a moderate 
decline from May in total stocks, the re- 
duction resulted chiefly from a decrease in 
raw foodstuffs, and manufactured commodi- 
ties remained close to peak levels. The ex- 
istence of large stocks of manufactured 
commodities in these selected lines, together 
with a similar situation known to exist 
in such important industries as automobiles, 
tires, copper and leather, leads the Cleveland 
Trust Company in a recent statement to the 
belief that “increased demands on industry, 
occasioned by normal consumption, will make 
their influence felt rather more gradually 
than has been generally assumed.” 


— 


A Billion Dollar a Year Want 


By F. S. BURROUGHS 
Harris Forbes & Co., New York 


Electric Light and Power Companies Alone Among Our Public 
Utilities Will Require $5,000,000,000 During the Next Five 
Years. The Place of Public Utilities Among the Investments 
of a Bank or Trust Company. Customer Ownership a Big Help. 


T has been largely through the action 
of bankers in gathering the savings 
and surplus funds of thousands of in- 
dividuals that capital has been made 

available in sufficient quantity to permit of 
our great industrial development. The basic 
principle of banking is the lending of funds 
in the bankers’ hands, which largely belong 
to depositors, at somewhat higher rates of 
interest than are paid to the depositors. The 
margin of profit is the bankers’ compensation 
not only for handling the money but also for 
his investment skill. 

Dealing as he does, largely with funds 
belonging to others, the banker has an obli- 
gation to lend or invest funds only under 
such circumstances that the regular payment 
of interest throughout the period of the 
loan or investment and the repayment of 
the principal at the end of the period is 
assured beyond all reasonable doubt. Some 
part of the funds in the banker’s hands 
must be kept available at all times for 
withdrawal by depositors upon demand, and 
consequently no return can be realized by 
the banker from their use. Another part 
must be placed so that it will be available 
upon short notice, and it, therefore, does 
not ordinarily earn a very high rate of in- 
terest. 

The remaining funds or a large part there- 
ot are available for investment for protracted 
periods, and it is to the use of these funds 
that the banker must look for his real earn- 
ings. In accordance with the theory that 
diversification of investment affords a meas- 
ure of safety, part of the funds in the hands 
of the bankers which are available for long 
term investment will be invested in govern- 
ment and municipal bonds, and the balance 
distributed among the various branches of 
industry. 

Aside from government and municipal 
obligations, there is no form of security that 
offers a higher degree of safety than the 


mortgage bonds of our public utility com- | 


panies, and these bonds are moreover avail- 
able on a substantially higher interest yield 
basis than are government and municipal 
securities, and they are accordingly admir- 
ably suited for the investment of a substan- 
tial part of the funds of a bank or trust 
company. 


A Relatively New Field 


UBLIC utilities as we think of them 
today are essentially a development of 
the past twenty-five years, and although the 
investment in public utilities in the United 
States is at present only exceeded among all 
our industries by the investments in agri- 


culture and the railroads, the arts upon 
which three of our most important classes 
of public utilities are based were unknown 
fifty years ago. The first commercial tele- 
phone exchange began operation in 1878, the 
first commercial electric light plant in 1879 
and the first practical electric railway in 
1888. The gas industry dates back about 
100 years, but the use of gas on anything 
approaching the present scale is also a de- 
velopment of the past twenty-five or thirty 
years. 

In spite of the comparatively short time 
that has elapsed since the various classes 
of service rendered by our public utilities 
were inaugurated, it is impossible to con- 
ceive of business being conducted on its 
present scale or in fact of our cities exist- 
ing in their present proportions, if it were 
not for these services. We have a tele- 
phone for every eight inhabitants of the 
country, our gas companies distribute over 
3000 cubic feet of gas per inhabitant each 
year, our electric Jight and power companies 
distribute over 400 kilowatt hours of elec- 
tricity per inhabitant per year, or enough 
so that each inhabitant could burn two 25 
watt incandescent lamps continuously through 
the year, and our electric railways each year 
transport a number of passengers which is 
equivalent to each inhabitant riding about 
135 times during the year. These services, 
as you know, are not confined to any one 
section of the country, nor merely to the 
larger cities, but some or all of them are 
available in practically every hamlet in the 
country and to a steadily increasing degree 
even on the farms. Surely it can be said 
that these services are essential in their 
nature and universal in their use. 

During the early years of their develop- 
ment the various public utility services were 
rendered by individuals or private concerns, 
and the field of activity of each was ex- 
tremely limited in area. It was not long, 
however, before the increasingly large 
amounts of capital required to provide the 
equipment necessary to render satisfactory 
service exceeded the limits of ability or 
willingness of individual capitalists or 
groups of capitalists to provide. The result 
was the incorporation of the enterprises, 
and much of the corporate development 
which has been adopted by other lines of 
industry in this country can be attributed 
to our public utilities. 


Benevolent Monopolies 


ees a time all of the more important 
cities had several companies engaged in 
each branch of the public utility business, 
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and the theory that ‘competition is the lite 
of trade” was quite generally held to in 
dicate that it was a sound policy to have 
competing utilities. It soon became evident, 
however, that satisfactory street railway and 
telephone service could not be rendered to 
a community except by unified systems, and 
a gradual appreciation of the economic un- 
soundness of having duplicate systems led to 
the gradual elimination of the competitive 
idea among all classes of public utilities. 
As a matter of fact, the steadily increas- 
ing demand for capital would in any event 
have made it impossible to provide dupli 
cate systems, and now the fact that public 
utility service is essentially monopolistic in 
character and that the best service at the 
lowest cost can only be rendered on this 
basis is generally appreciated. 

As competition was gradually eliminated. 
a feeling arose in many sections of the 
country that the public utility companies were 
earning a greater return upon their invest 
ment than was justified. Some attempt was 
made to regulate this condition by franchise 
provisions in the case of companies seeking 
new or extended grants of authority for 
the conduct of their business and, in the case 
of companies operating under previously 
granted rights, by appeal to the courts. Our 
cities, however, being merely political sub- 
divisions of our states, and possessing only 
such rights as are specifically granted to 
them, the fundamental power to regulate 
the activity of persons either individual or 
corporate lies within the state governments 
and rules of conduct or statutes can only 
be laid down by the state legislatures. The 
logical step was accordingly for these leg- 
islatures to exercise their rights and regu- 
late the actions of the public utility com- 
panies. Some attempt was made to do 
this by direct legislative action, but this 
proved impractical, and a solution of the 
problem was found in the establishment of 
state commissions with the necessary powers 
to investigate the affairs of individual pub- 
lic utilities and to make such rules as were 
found necessary to insure the public receiv- 
ing satisfactory service at reasonable rates. 


Regulation in 40 States 


At the present time there are public util- 
ity commissions in forty states. The 
powers of these commissions, however, vary 
materially in the different states. For ex- 
ample, in Wisconsin and California the 
powers of the commissions are very broad, 
including the regulation of security issues, 
rates and the character and quality of ser- 
vice. In these states a utility company 
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desiring to render service in a given territory 
must first secure a certificate from the state 
commission to the effect that the necessity 
and convenience of the territory justifies such 
service. In these states the utility companies 
are given permits to operate by the com- 
mission in lieu of franchises by local au- 
thorities, as is the more general practice 
throughout the country. These permits are 
not granted for definite periods, but ex- 
tend during the period of what might be 
called “good behavior” by the company, 
namely, so long as the company continues 
to render reasonably adequate and satisfac- 
tory service at reasonable rates. 

While the powers of the commissions in 
the various states differ somewhat, practically 
all include the right to regulate rates and 
service. Many also include the supervision 
of security issues, but only a comparatively 
few include the right to regulate competi- 
tion through the granting of certificates of 
necessity and convenience or the granting of 
franchises or indeterminate permits for op- 
eration. 

The various commissions retain staffs of 
engineers, accountants and experts in all 
of the phases of public utility operation, 
and they base their decisions on careful in- 
vestigations of the operations of the utility 
companies under their jurisdiction. In event 
that there is dissatisfaction with the deci- 
sions of the commissions either on the part 
of the companies or of the public served, 
appeal may be made to the courts and the 
commission’s decision reviewed. 


The Vexing “Reasonable 
Rates” 


HE determination of what constitutes 

a reasonable return and consequently rea- 
sonable rates for service has proved a some- 
what vexing problem. The general ruling, 
however, has been that a company’s rates 
shall not be reduced if by so doing the com- 
pany will be prevented from earning a fair 
rate of return upon the fair value of its 
property devoted to the service of the pub- 
lic. A fair rate of return is, of course, 
that which is necessary to attract the amount 
of capital required to create the facilities 
necessary to render public utility service 
and, generally speaking, this has been in- 
terpreted to mean a return of from 6 per cent 
to 8 per cent per year. 

Numerous methods of determining the fair 
value of the property devoted to the service 
of the public have been advanced, but there 
are no hard and fast rules which can be laid 
down for its determination. It is largely a 
matter of judgment, and the usual basis for 
such judgment, which has been approved by 
the courts, is the consideration of the actual 
cost of the property, its cost to reproduce and 
its condition. The term property is a rather 
broad one and is generally conceded to in- 
clude something besides mere physical items, 
as, for example, the cost of assembling 
these items and the cost of developing or 
building up the business. In short, the va- 
rious items of expense which would normally 
be incurred in establishing a going concern 
instead of a mere collection of physical units. 

Generally speaking, regulation by commis- 
sions has proved a satisfactory solution of 
the problem of insuring satisfactory service 
being rendered to the public at reasonable 


rates and of an opportunity being given to 
companies to earn a fair return upon their 
investment in well conceived and well op- 
erated public utility enterprises. 


A $17,000,000,000 
Investment 


HE public utilities of this country rep- 

resent an aggregate investment of some- 
thing over $17,000,000,000, and they disburse 
annually in the form of wages more than 
$1,000,000,000. In spite of the vast sum 
already invested in these enterprises, the de- 
mand for their services is constantly increas- 
ing and requiring the investment of addi- 
tional capital and, according to conservative 
estimates, not less than $5,000,000,000 will be 
required during the next five years by the 
electric light and power companies alone to 
provide the necessary facilities to meet the 
demands for additional service. 

The question naturally arises, ‘Where 
does the money invested in our public utili- 
ties come from?” The answer is that from 
50 per cent to 75 per cent has been provided 
through the sale of bonds, secured by mort- 
gages on the properties, and the balance 
through the sale of common and preferred 
stocks, notes and debentures. These securi- 
ties are distributed among investors through- 
out the country and in fact throughout the 
world, and are not concentrated in the hands 
of any one small group, as is the case with 
some other classes of industry. The life 
insurance companies of this country in 1922 
had $1,650,000,000 invested in public utility 
securities and, as they have since been pur- 
chasing more securities of that class than 
ever before, it is reliably estimated that 
their present holdings exceed $2,000,000,000. 
Many banks have likewise turned to public 
utility securities for investment, and it is 
estimated that in the aggregate our banks 
also have nearly $2,000,000.000 invested in 
public utility securities. 

In eleven of our states public utility bonds 
are legal investment for savings banks, and 
in several other states such investments are 
permitted to a limited extent. Considerable 
headway has also been made toward the 
enactment of legislation permitting such in- 
vestment by savings banks in other states, 
and some time ago the National Association 
of Mutual Savings Banks appointed a com- 
mittee to meet with a committee of the 
National Electric Light Association with 
a view to studying the laws governing legal 
investments and recommending uniform leg- 
islation permitting the investment of funds 
in the possession of savings banks and 
trustees in high grade public utility securi- 
ties. 


Customer Ownership Helps 


the past few years the number 
of investors in public utility securities 
has been greatly augmented by the customer 
ownership campaigns that have been con- 
ducted by public utility companies through 
the country. A start in this direction was 
made about ten years ago, but owing to 
conditions prevailing during the war it did 
not assume any important proportions until 
after the Armistice. Since that time it has 
grown very rapidly. The Customer Owner- 
ship Committee of the National Electric 
Light Association reports that the number 
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of shares of stock sold by 185 of the lead- 
ing electric light and power companies of 
the country has increased from 42,388 shares 
in 1918 to 1,806,300 shares in 1923, and 
that customer ownership campaigns have re- 
sulted during the six years in the obtaining 
of over 632,000 new stockholders, of which 
amount over 279,000, or nearly half, were 
obtained in 1923. 

The importance of this movement can 
scarcely be over-emphasized, as not only 
are large sums of junior or equity money 
provided from the sales of stock to custom- 
ers, but the fact that large numbers of a 
company’s customers are interested in the 
ownership of the company has proved a 
very important factor in the improvement 
of public relations. By taking customers 
into their confidence and encouraging them 
to become partners in the business, the utili- 
ties have very largely killed agitation for 
government ownership, and when it has 
been necessary for them to ask increased 
rates for their services, they have found an 
entirely different attitude on the part of 
the public and of the commissions than 
would have been the case had the ownership 
been concentrated in the hands of a small 
group. 

Bankers are, of course, more particularly 
interested in the mortgage bonds of public 
utility companies than in the junior securi- 
ties for the reason that your relation to the 
utilities must be primarily that of a creditor 
rather than a partner. When the practice 
of providing part of the capital requirement 
for public utility enterprises through the 
sale of bonds originated, the plan was to 
sell a specific amount of bonds and secure 
them by a mortgage on the company’s prop- 
erty. This plan was not entirely satisfac- 
tory for the reason that as the company’s 
business grew and additional funds were re- 
quired, further borrowings could cnly be 
secured by mortgages on the property which 
were preceded in lien by the mortgage or 
mortgages securing funds previously bor- 
rowed and the result was that the company 
could not create a security which was attrac- 
tive to investors. 


Obviating a Difficulty 


O obviate this difficulty the plan was 

adopted of having mortgages provide 
for a large enough sum of money to cover 
that portion of the company’s capital needs 
which might properly be borrowed for a 
number of years in the future. Only so 
much of the authorized amount of bonds as 
was justified by the extent of the company’s 
property and business as of the time the 
mortgage was authorized was borrowed at 
the outset, with the provision that addi- 
tional bonds might be sold from time to time 
to provide a certain definite percentage of 
the cost of additions and extensions to the 
company’s system when and as the com- 
pany’s earnings bore a predetermined rela- 
tion to interest requirements. The growth 
of the public utility business and the con- 
sequent demands for capital were, however, 
so great that in many cases the authorized 
limit of bonds, which at the time of the 
original issue was thought would provide for 
many years to come, was reached within 
a very short time. 

It was furthermore found that it was 
not always advantageous to sell bonds bearing 


i 


156 


AMERICAN BANKERS ASSOCIATION JOURNAL 


a certain fixed rate of interest nor to have 
all of a company’s bonds run for the same 
period of time and consequently mature at 
the same date. This for the reason that the 
maturity might come at a time when market 
conditions made it either impossible to re- 
fund so large a sum at one time, or where 
the cost of so doing would materially in- 
crease the company’s annual interest obli- 
gation. 


The Open-End Mortgage 


O overcome these various objections a 

form of mortgage generally known as 
the open-end, serial type has been developed 
and is now in general use by public utility 
companies. As the name implies, these mort- 
gages do not provide for any definite limit 
to the amount of bonds which may be issued 
by a company and be equally secured by a 
mortgage upon the property thereof. Pur- 
chasers of bonds under such a mortgage 
are protected against an unduly large amount 
of bonds being issued, as compared with 
the property value by carefully drawn pro- 
visions restrict.ng the issuance of bonds. 
These restrictions are ordinarily to the 
effect that bonds may only be issued for 
from 70 per cent to 80 per cent of the 
cash cost or fair value, whichever is less, 
of additions to the company’s property, and 
then only when earnings available for the 
payment of bond interest are at the rate of 
from 134 to 2 times bond interest require- 
ments. 

These open-end mortgages enable the com- 
panies to meet market conditions in the is- 
suance of their bonds by providing that 
bonds may be issued from time to time in 
series, each series bearing such rate of in- 
terest and running for such period of time 
as the company shall decide at the time of 
issue. This enables the company when in- 
terest rates are high to issue a bond bear- 
ing a coupon rate high enough to meet mar- 
ket ‘conditions without an important discount 
and at the same time to make the bond run 
for a short enough period, so that when 
interest rates return to normal, the company 
will be able to refund its obligations with- 
out being penalized through having had to 
pay an abnormally high rate of interest 
over a long period of years. When interest 
rates are low, the company is corresponding- 
ly able to issue bonds bearing a low coupon 
rate and running for a long period of years, 
thereby insuring them of a long term use 
of the funds at a low interest cost. 

When mortgages provided only for the 
issuance of the specific amount of bonds re- 
quired by the company at the time the mort- 
gage was drawn or for a comparatively lim- 
ited amount being issued from time to time 
thereafter, it was a simple matter to draw 
a mortgage which adequately protected the 
interests of the bondholders. With the ad- 
vent, however, of the open-end serial type 
of mortgage it became necessary to provide 
restrictions against all sorts of contingen- 
cies which might arise in the future to im- 
pair the bondholders security. This has been 
accomplished by defining carefully the char- 
acter of the property against which bonds 
may be issued, and the circumstances under 
which they may be issued. Most mortgages 
require the companies to make adequate 
provision for maintaining their property in 
first class operating condition. Some accom- 


plish this by requiring the company to ex- 
pend or appropriate annually a certain per- 
centage of their gross earnings. Others 
require the company to file periodically with 
the trustee a certificate by an independent 
engineer to the effect that the property has 
been adequately maintained and is in first 
class condition. Some mortgages also re- 
quire a company to set aside annually a sum 
equivalent to a pre-determined percentage 
of the amount of bonds outstanding or of 
earnings, the fund so built up to be used 
either for the retirement of outstanding 
bonds or for the acquisition of additional 
property which may not thereafter be made 
a basis for the issuance of bonds. 


The Present Tendency 


Ning present tendency is somewhat against 
the establishment of such sinking or im- 
provement funds, the theory being that it is 
not possible for a public utility company to 
charge rates sufficiently high to enable it to 
amortize any part of its capital investment, 
and that if the property is kept in first class 
operating condition and worn out or obsolete 
parts are renewed or replaced as required, 
the security for the bonds is maintained in- 
tact. 

The public utility bonds which are offered 
to the public by our leading investment 
houses are only brought out after the most 
careful and painstaking examinations of 
the property and business of the utilities 
and of the territory served by them by en- 
gineers, accountants and experts in the va- 
rious phases of public utility operation. 
Great care is taken to make sure that the 
territory served is a stable and prosperous 
one, and that it constitutes a satisfactory 
field for public utility operation. Appraisals 
are made of the company’s property to in- 
sure that there is an ample margin of prop- 
erty value over and above the amount of 
bonds to be issued. Earnings for a period 
of years are analyzed to insure that the 
normal earning power of the property per 
unit of investment is reflected by the rec- 
ords of past performance. Operating ex- 
penses are scrutinized and fuel and labor 
costs carefully considered. The schedules of 
rates charged are studied, and if it is found 
that the earnings of the company have been 
realized through charging rates that seem 
unduly high as compared with those pre- 
vailing for similar service in other com- 
munities, due allowance is made. Local fran- 
chises are not now generally considered to 
be of as great importance as they were for- 
merly, due to the almost complete elimina- 
tion of competition among public utilities 
and the assumption of jurisdiction over their 
rates and service by state commissions, but 
nevertheless due care is taken to make sure 
that franchise rights are satisfactory. The 
character of management and the attitude 
of the public toward the company are care- 
fully considered. In fact, everything is done 
to make sure that the hond issue is of an 
amount and that the basic situation is such 
that there is practically no doubt of the com- 
pany being able to meet its interest obliga- 
tions regularly and to provide for the pay- 
ment of the bonds when due. 


The Strong Points 


EXT to the obligations of municipali- 
ties which are in effect secured by the 
taxing power of the community, no higher 
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grade of investment security can be found 
than a bond secured by a well drawn mort- 
gage on a well laid out and well operated 
public utility property serving a stable and 
prosperous community. Rendering as they 
do a servic: which is absolutely essential to 
the conduct of modern civic life, the busi- 
ness of these companies possesses a de- 
gree of stability that cannot be found in 
any other class of industry. The earnings 
of these companies as a whole are practi- 
cally unaffected by the general business con- 
ditions of the country, and even during pe- 
riods of severe depression the earnings of 
our public utilities as a whole have con- 
tinued to increase. 

Generally speaking, utilities are free from 
the evils of competition and the disastrous 
and uneconomic price wars which have at 
times had such a serious effect on other 
classes of industry. Their business is essen- 
tially monopolistic in character, and although 
regulated by public authority, this regulation 
is on the basis of permitting them to earn 
a fair rate of return on the reasonable value 
of their properties. As a whole, the cost 
of labor represents a relatively small part of 
the cost of rendering public utility service, 
and accordingly these companies are not 
seriously affected by labor disturbances and 
fluctuations in wage scales. Their business 
is almost entirely done on a cash basis, and 
they are, therefore, practically free from 
losses through bad debts. The public utili- 
ties business requires a comparatively small 
investment in stores and supplies, and prac- 
tically no investment in commodities for re- 
sale, and it is accordingly free from the 
possibility of losses through inventory shrink- 
age. The cost of most of the necessities 
of life has increased steadily during the past 
several decades, and yet the cost of public 
utility service as a whole has decreased in 
spite of improvements in the quality of ser- 
vice rendered. The trend of earnings of 
public utilities has been steadily upward for 
many years past, and there is every reason 
to expect that this tendency will continue to 
an even more marked degree for many years 
to come. 


Wide Fluctuations Absent 


| pene other classes of industry, the 
earnings of public utilities are not sub- 
ject to wide fluctuation from one year to 


the next. The earnings of manufacturing 
companies frequently go in cycles with a 
few years of abnormally large profits suc- 
ceeded by one or more years during which 
the profits are either very small or in which 
there is an actual loss. Such a condition is 
very disturbing from the standpoint of an 
investor, as the fluctuations of earnings are 
ordinarily accompanied by fluctuations in 
the market value of his securities. Public 
utility securities being free of this dis- 
turbing element, their market value ordinarily 
fluctuates only in accordance with fluctua- 
tions in the rental value of money. 

Public utility bonds, including both those 
listed on the various exchanges throughout 
the country and those dealt in in the open 
market, have a high degree of marketabil- 
ity, and transactions are ordinarily made 
with comparatively little spread between the 
bid and asked prices. 


: 


Some of the Major Problems 


HOUGH this is the fiftieth annual 

meeting of the American Bankers 

Association, the fiftieth anniversary 

of the Association will not be cele- 
brated until the convention of 1925, when 
the semi-centennial actually occurs. 

If, however, a time-honored custom is 
observed, there might be license for remi- 
niscence and a bit of historical reference on 
the eve of the fiftieth meeting; the vigo- 
rous stand taken in those early years by 
the Association to return to specie payment, 
to lift onerous taxes and to lay a firm 
foundation for our national well-being. But 
the most outstanding thing in connection 
with this anniversary consists not in the 
recital of the history of the organization, 
or a review of the many changes through 
which banking has passed since a few far- 
seeing men met in Saratoga Springs at 
the first convention—not even the recalling 
of the names of the long line of splendid 
men who have served organized banking dur- 
ing all these years under the egis of the 
Association. The outstanding thing is that 
all through these years the bankers of 
America have cooperated and have stood 
together, helping each other in many ways, 
exchanging services and counsel, giving to 
the whole fraternity openly and candidly all 
that each out of his experience could give! 

If the benefits of this cooperation ran 
only to the banks and there stopped, there 
would be ample reason for felicitation; but 
the benefits, instead of being immured in the 
banking houses, begin to radiate from them 
—radiate in the form of keener guidance 
for the customer, means for business ex- 
pansion or the word of caution that steers 
business around the pitfalls of losses and 
saves for workers opportunities for un- 
broken employment. 

Who can estimate the value to all the 
business of the country that this coopera- 
tion has been during almost half a cen- 
tury? 

Who can estimate the part that banking— 
so often criticized without restraint and so 
rarely understood to the point of gaining 
even partial credit for the good that it does 
—has had in the upbuilding of our great 
prosperity ? 

The present solidarity of the banking 
business of the United States is largely 
the product of banking cooperation, which 
in turn springs from the faith of one man 
in another. The American Bankers Asso- 
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ciation has been an instrumentality in the 
development of this understanding. 

The spirit of cooperation has come down 
the years with the Association, and with 
the spirit of cooperation still going on and 
expressing itself through the Association in 
the new era opening, it cannot fail to make 
in the future, as it has in the past, for bet- 
ter and safer banking and better service 
to all of human endeavor which banking 
fosters and serves! 


To Keep Money At Home 


MERICAN farmers wandered far from 

the customs of their ancestors when 
they fell into the habit of operating farms 
that are not self-contained, that are not so 
equipped and planned that come what may 
the farmer and his family are practically 
independent of the store in the nearby vil- 
lage. The one-crop or two-crop practice 
has for many of them led away from pros- 
perity and freedom from care. The practice 
has been bad for the farmer and equally 
bad for the banker who is asked to tide him 
over lean years. 

Loid Rainwater, president of the Arkansas 
Bankers’ Association, proposes an effective 
means to bring about a return of diversified 
farming in his state: 

“Won’t you please join me,” he asked in 
an address to the bankers of Arkansas, “in 
an iron-clad resolution, system, or better 
still a banker’s oath, that you: 

“First, will not, in future, loan a farmer 
a dollar unless he agrees and does raise 
his food and feed. 

“Second, that you will encourage and 
help him in dairying (three to five cows), 
or one to three acres of strawberries or 
tomatoes, radishes, cabbage or fruit. 

“In other words, help those that help 
themselves—withhold credit from the sloth- 
ful one-mule man that has a hard luck story 
every year and always will. It isn’t in him. 
The credit store just fits him, he never be- 
longed in a bank. These two things alone 
will save you, it makes the farmer, it helps 
every channel of business. I am going to 
live up to it; so are the three other banks 
of my town. Many other counties are doing 
it, but what about you? It takes just the 
cooperation (unanimously) of banks to let 
the public know (in one short year) that 
we have changed our system, that hence- 
forth and forever a man must help himself 
if he is to receive help from a bank; must 
be worthy! You will do a safe thing for 
yourself and a big thing for him. 

“You say you can’t dictate to your custom- 
er. Oh! yes you can. The past four years 
has made it possible for you to tell him 
what he is to plant on every acre, if he 
gets your money. If he goes across the 
street and the other banker is not a slacker 
and is patriotic he will either send him back 
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or tell him the same thing. I recently de- 
manded of a client that he buy three cows 
(the bank to pay) for his wife and children 
to sell cream to dairy. He resented it and 
changed to one of my competitors who, after 
hearing his story, demanded that he buy 
five. He came back penitent, has the cows, 
and is happy—wants more.” 

This will keep at home money that is now 
going afar to buy things which every farm 
should produce, but more important than 
keeping money at home this plan will pro- 
duce wealth, and incidentally add to the 
happiness and contentment of the farmer’s 
family. 


Convention Responsibility 


HERE is a dual responsibility running 

to the individual banker on account of 
the annual convention of the American 
Bankers Association, which convenes in 
Chicago on the 29th of September. 

First, there is what might be termed a 
responsibility to the convention itself, for 
this is the most important of all the annual 
business gatherings that are held in the 
United States each year. It exerts a pow- 
erful influence upon all business; it makes 
an impression on our relations with other 
countries ; it is an agency for the crystalliza- 
tion of thought on business policies, an in- 
stitution, too, for the making of public opin- 
ion, not by any arbitrary or merely wilful 
process, but by giving the results of experi- 
ence and research, the discovery of safe ways. 
Is there not, therefore, a certain responsi- 
bility on the part of all bankers to con- 
tribute to the convention by their presence 
and the force of their personalities—to con- 
tribute to it also each out of the riches of 
his banking and business experience? 

Then there is the responsibility to the 
banker’s own community, that he shall bring 
back to his bank and to his community all 
the additional helps, and that additicnal de- 
gree of business acumen, that new point of 
view or that strengthening of faith in his 
own policies which inevitably follow when 
men in any profession coming from all sec- 
tions of this great continent counsel together. 

Every banker should have the benefit of 
this great opportunity to compare notes with 
so many of his peers; the business of every 
community should have the many benefits 
which should follow upon the attendance 
of its local bankers at the Chicago conven- 
tion. 

A major problem in every bank is how 
better to serve its community. The delibera- 
tions of the convention are sure to aid in 
the solution of that problem. 


Cheap Labor 


Chilean government reports that re- 
cent proposals to furnish locomotives re- 
vealed that Continental Europe was ready to 
furnish the desired stock at prices much 
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lower than those offered by American and 
British firms. According to a cable dispatch, 
the lowest tenders per locomotive were Bel- 
gium, £4,700; German, £4,756; United States, 
£7,550, and British, £9,260. 

Such news need not be surprising. Con- 
tinental Europe has the advantage of a 
great incentive behind it to get business 
in that the worker needs work, and with 
a lower standard of living and a great de- 
mand for the necessities of life, he is not 
likely to be over-particular about his job. 
The government in turn needs prosperity and 
is likely to be sympathetic with business. All 
of trade needs markets and knows that 
prices are eloquent. 

Though America in all of its varied in- 
dustries has the immense advantage of la- 
bor industrial equipment, labor saving ma- 
chinery, wonderful transportation and the 
highest type of skilled labor, let it never 
be forgotten that Europe has two formid- 
able weapons—the spur of necessity and 
the clearer course which the lower Euro- 
pean standard of living provides. 

We have an effective way of keeping this 
competition out of our own country, but 
how shall we meet it in the foreign mar- 
kets? 


The Desired Bargain 


NE of the dominating advantages in 
bargaining is to know which party 
most desires to make the bargain. If that 
fact is established, he who is the more anx- 
ious to make the deal is handicapped by 
his position. It would appear from the out- 
come of the British-Soviet conference for 
the reestablishment of diplomatic and trade 
relations that the British representatives la- 
bored under this psychological disadvantage. 
An agreement was reached, but it was an 
eleventh hour agreement, in which it ap- 
pears that the Russian representatives have 
yielded nothing substantial and have gained 
extraordinary opportunities for sowing dis- 
content in Great Britain. 

After months of: conference the nego- 
tiations were on the point of breaking down 
in complete failure when apparently orders 
were issued by someone in authority in Eng- 
land to reach an agreement. There is, there- 
fore, a settlement which will ever be re- 
membered as one of the most surprising 
events in an age of surprises in that the 
things to be settled are still to be settled. 

The nebulous character of the agreement 
is given in a recent cable dispatch to the 
New York Times, in which the following 
occurs 

“The second chapter solely concerns fish- 
eries in waters contiguous to the northern 
coast of the Soviet Union. The three-mile- 
limit is recogmized to the extent that ‘citi- 
zens of the Soviet Union shall enjoy exclu- 
sive right of fishery within the distance of 
three miles from low watermark along the 
coast of the territory of the Union, as well 
as of the islands dependent thereon,’ but 
also in waters in the White Sea that lie to 
the southward of parallel of 67 degrees 
40 minutes north latitude. 

“The most important chapter is the third, 
which deals with claims and the conditional 
promise of a loan. The Soviet Government 
does not withdraw the decree by which in 
January, 1918, it repudiated the debts of the 
Russian Government. It declares, however, 
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that ‘by way of exception they will satisfy’ 
in the conditions prescribed in the present 
treaty the claims of British holders of loans 
issued or taken over or guaranteed by the 
former Imperial Russian Government or by 
the municipalities of towns in the territory 
now included in the union payable in foreign, 
non-Russian currency. 

“At the same time the British Government 
recognizes that the financial and economic 
position of union renders impracticable full 
satisfaction of these claims. The Soviet 
Government agrees to meet claims ‘other 
than holdings which were acquired by pur- 
chase since March 16, 1921, and were in 
other than British ownership on that date.’ 

“There will be negotiations between par- 
ties concerned, then the terms will be subject 
of agreement, provided the British Govern- 
ment is satisfied that the terms have been 
accepted by the holders ‘of not less than 
one-half of capital values of British hold- 
ings in loans.’ 

“All claims, counterclaims, debts and loans 
relating to the period between the beginning 
of the war in August, 1914, and de jure rec- 
ognitions of the Bolshevist Government in 
February of this year are reserved or put 
into cold storage. This includes the Russian 
war debt, the Bolshevist intervention claims 
and private claims for damages.” 


In the commercial treaty the British Gov- 
ernment recognizes the Soviet Government’s 
monopoly of foreign trade and grants dip- 
lomatic privileges and extra territorial rights 
to the Soviet’s trade delegation as well as 
to its embassy. Under this concession va- 
rious buildings occupied by the Russians for 
trade purposes in London became immune, 
and the immunity may be extended to other 
buildings in the future. So it appears that 
the Soviet in the name of trade may, if 
it chooses, set up propaganda plants in the 
heart of London and continue its work for 
the overthrow of the present state of so- 
ciety. Great Britain entered upon the nego- 
tiations with the stipulation that propaganda 
must cease, but it ends with an agreement 
which makes the continuance of propaganda 
easy. The unbalanced nature of the pro- 
posed agreement between the two govern- 
ments is revealed by two things which ap- 
pear to have been agreed upon. One is that 
the Soviet recognizes the existing public 
debt in principle; the other is that the Brit- 
ish Premier has agreed to a government 
loan for Russia. There is a vagueness on 
the one side, but apparently a definite agree- 
ment on the side from which the loan is 
coming. 

Many observers look upon the outcome 
not as a clarification of the Russian situation, 
but as a makeshift arrangement giving little 
impulse to optimism. 

If Parliament approves the unique agree- 
ment, will this give British trade an ad- 
vantage and leave America out? The two 
concluding paragraphs of an article on Russia 
in the Commerce Monthly of the National 
Bank of Commerce of New York are inter- 
esting in this connection. 

“The far future of Russia is a closed 
book. The country was only moderately 
important in foreign commerce before the 
World War, and the prospects of a rapid 
return to the international position it then 
held are very slim. The needs of its people 
and of its industries to which the Soviet 


authorities refer with wearisome reitera 
tion are infinitely great, but needs without 
purchasing power are without significance 
in the world’s markets. There are only 
two methods of paying for imports, 
namely, by means of exports of goods and 
service, or with credits extended in the 
belief that eventually they will be repaid 
Any rapid increase in exports seems im 
probable. Neither present Russian conditions 
nor Russian economic history affords much 
basis for the extension of credit. 

“Some increase in Russian trade neverthe 
less will occur and neighboring countries 
will profit thereby to a limited extent. Rus 
sia will buy in the United States raw mate 
rials which she must purchase here, such 
as cotton, and American manufactures espe 
cially suitable for Russian use, of which 
agricultural machinery is typical. Ameri 
can exports of these classes are entering 
Russia now. In so far as the United States 
needs Russian products, our merchants are 
finding them in the world’s markets, as they 
did prior to 1914. Any change which might 
take place in Russian-American relations 
would not greatly affect the volume of trade 
between the two countries. It has never been 
large, and there is no basis for any expecta 
tion that it will be large in the future.” 


Colorado Rejects 


Atl of the country can rejoice with the 
sound bankers of Colorado over the 
failure of the movement in that state to 
put a bank guaranty law on the statute 
books. 

The state guaranty law would have put 
a premium on poor banking and bad bank- 
ing practices. It would have instilled a 
false sense of security to be followed in 
due time by an awakening such as has been 
experienced in other states. Colorado is for 
tunate that it profited by the experience oi 
other states instead of buying the experience 
first handed, and the rest of the country is 
fortunate, too, in that other states will now 
be in less danger of having to struggle with 
the problem. 


Convention Calendar 


STATE 
DATE ASSOCIATIONS 
11-12 Indiana 
12-13 New Mexico .. 
19-20 Nevada 
— Wyoming 
22-23 Nebraska 
24-25 Arizona 


PLact 
Indianapolis 
. Albuquerque 


OrHER ASSOCIATIONS 
22-24 Investment Bankers Associa- 
tion Cleveland, Ohio 
Sept. 29-Oct. 2 American Bankers Associa 
Chicago, 


Financial Advertisers 


There will be a convention of the Financial 
Advertisers Association at Richmond, Va., 
Oct. 13 to 16. The program includes ad- 
dresses by the Governor of Virginia, by the 
Mayor of Richmond and by Thomas B. 
McAdams, ex-president of the American 
Bankers Association. One afternoon will be 
devoted to a tour of battlefields, conducted 
by Dr. Douglas ‘Freeman. 


= 
Sep 

Sep Elko 
Sep Riverton 
Oct Omaha 
Oct. Prescott 


Opinions of the General Counsel 


Certification of Post-Dated 
Check for Drawer 


BANK certified a post-dated check for 

the drawer 10 days prior to its date, 
when his account was good for the amount. 
The check was accepted by another bank 
hefore its date in payment for Liberty bonds. 
4t maturity the certifying bank re- 
fused to pay because after certification 
part of the drawer’s account had been 
attached, and the balance had been appro- 
priated by the bank upon an indebtedness of 
the drawer. The certifying bank contends 
that it cannot be held liable because the check 
on its face showed that the certification was 
irregular and unauthorized, and the purchas- 
ing bank is not a bona fide holder. Opinion: 
The decisions which hold that certification 
of a post-dated check is irregular and un- 
authorized and that one who acquires the 
check with knowledge of the certification be- 
fore date is put upon inquiry and ts not 
a bona fide holder, have all been rendered 
in cases either (1) where the check has 
heen certified at the request of a drawer 
without funds and the lack of authority 
of the certifying officer is based on the 
presumption that there were no funds at 
the time of certification, or (2) where the 
check has been certified for a holder be- 
fore the due date, in which case there is 
obviously no authority to certify; hence im 
such cases the purchaser has been put on 
inquiry and has been declared not a bona 
fide holder. But where a check ts certified 
before its date upon request of a drawer 
having funds, there is authority for the prop- 
osition that the certification is valid, that 
the check is immediately chargeable to the 
account of the drawer, the amount being 
held by the bank as a trust fund for its 
payment and is virtually the same as the 
hank’s certificate of deposit payable on or 
after its due date. If this rule is applied to 
the present case, the purchasing bank, even 
if charged with duty of inquiry by pre- 
sumptive irregularity of certification would 
not be deprived of the status of a holder in 
due course where the certification was 
fact authorized and valid and would be en- 
titled to payment, free from claim of a sub- 
sequent attaching creditor or of the bank 
itself upon an indebtedness of the drawer. 
: On May 13th this bank re- 

Libert Bonds a check for 
$1,000 seuaile to the order of the drawer, bearing 
certification stamp of bank, May 10th. The 
check was post-dated May 20th. Payment was re- 
fused when presented on May 20th. It appeared 
that the account of the drawer was good for the 
amount at the time of certification but that the 
certifying bank had in the interim charged against 
the account a $500 note and that an attachment 
had been levied by a creditor for $500. We are 
advised that we cannot hold the certifying bank 
because of irregularity in certification. We under- 
stand that a post-dated check is legal and negotiable 
before its date and that a purchaser can hold the 


drawer liable thereon. Why, then cannot the bank 
be held upon its certification? 


Answer: In a number of cases it has 


been held that it is out of the usual course 
of business and irregular to certify a post- 
dated check; that such irregular certification 
is beyond the scope of authority of the cer- 
tifying officer and the fact that the check 
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bears evidence of certification before its date 
charges the purchaser with notice of irregu- 
larity and lack of authority of the certifying 
officer, puts him on inquiry and deprives him 
of the status of a bona fide holder. In de- 
claring this rule the courts have not distin- 
guished between cases (a) where a post- 
dated check has been certified for the holder 
or for a drawer without funds, and (b) 
where the drawer having sufficient funds 
has requested certification. It would appear 
that, while the basis for holding certification 
unauthorized and irregular is sound in the 
class of cases described as “a,” there is some 
ground for holding that certification in the 
“b” class of cases is valid and binding on 
the bank. 

Let us analyze these classes of cases: 


“A” (1) Certification for drawer without 
funds. (2) Certification for holder. 
“B” Certifications for drawer with funds. 


Certification for drawer without funds 


oo question first arose out of checks 
drawn by a customer, having insufficient 
funds in bank, to his own order, post-dated, 
fraudulently certified for the drawer, and 
negotiated before the due date. The Su- 
preme Court of New York (Clarke Nat. 
Bank v. Bank of Albion, 52 Barb. 592; year 
1868) said the nature and character of post- 
dated checks was well understood in the 
commercial world; they indicate that the 
drawer is not in funds “when he makes and 
delivers the check and does not expect to 
be until the arrival of the date inserted in 
the check.” The court held the certifying 
officer “is not authorized to make the cer- 
tification until on or after the day the check 
is made payable” and the person receiving 
such check, therefore, before its due date 
takes with notice that the check was cer- 
tified (1) before it was legally payable and 
before any demand could be made, (2) when 
the presumption was that the drawer had 
no funds in bank to meet it and (3) that 
the cashier has exceeded his authority; hence 
such person is not a bona fide holder. 

The New York Commission of Appeals 
(Pope v. Bank of Albion, 57 N. Y. 126; 
year 1874) held, concerning a similar check 
acquired by a purchaser with knowledge that 
it was certified before its due date, that 
he was put on inquiry as to the authority 
of the certifying officer and could not re- 


cover, 

It will be observed that the lack of au- 
thority of the certifying officer in this class 
of cases where certification is requested by 
the drawer is based on the presumption that 
the drawer of a post-dated check has no 
funds in bank at the time of drawing and 
at the time of certification. Whether this 
rule will obtain where the drawer has sufh- 
cient funds at the time of drawing and of 
certification will be hereafter considered. 


Certification for holder unauthorized 


EF is obvious that a certifying officer has 
no authority to certify a post-dated check 
before its due date when certification is 
requested by a holder other than the drawer. 
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The check is only an order and authority te 
the bank to pay when the day of its date 
arrives, and as the bank cannot pay before, 
clearly no officer can have authority to cer- 
tify, because even though the drawer has 
funds to his credit, such funds are subject 
to withdrawal by him or attachment by 
his creditors before the day of its date ar- 
rives. 

Two cases of certification for a holder in 
which the rule of lack of authority has 
been applied are Swenson Bros. Co. v. Com- 
mercial State Bank, 154 N. W. (Nebr.) 233 
(1915), and Wilson v. Midwest State Bank, 
186 N. W. (Iowa, 1922) 891. 

In the Swenson case a post-dated check 
was delivered by the payee to the bank be- 
fore the day of its date, and the president 
of the bank gave him a writing that the 
bank would send draft for the amount on 
the post-date to the payee. The payee sued 
the bank on this writing, and a judgment 
against the bank by the District Court was 
reversed. The court cited with approval 
Clarke Nat. Bank v. Bank of Albion, 52 
Barb. (N. Y.) 592, and held that, when a 
post-dated check is certified before maturity, 
it carries notice to all that the certification 
was beyond the officer’s authority. 

In the Wilson case, a customer made her 
check payable to bearer, post-dated three 
week ahead and delivered it in payment of 
whiskey. Immediately upon receiving same, 
the holder procured its certification. The 
customer having been swindled brought 
action to enjoin the bank from paying. A 
transferee of the check intervened, but could 
not maintain the status of a holder in due 
course, and a decree for the customer was 
affirmed. The court held the check being 
post-dated, its certification was irregu- 
lar and unauthorized and not in due course 
of business. It carried notice of defect upon 
its face, and he who takes it holds it sub- 
ject to that objection. An action to enjoin 
payment was not barred because the check 
was given in an illegal transaction in view 
of the circumstances of the case. 


Certification for drawer with funds 


OMING now to the case where the 

drawer, having ample funds to his 
credit, for some good reason post-dates his 
check and desires the bank to certify it be- 
fore its date, so that the money shall not 
be collectible by the payee until the day of 
its date arrives. There appears no reason 
why certification in such case would not be 
perfectly legitimate and within the authority 
of the certifying officer. Upon certification, 
of course, the amount would be chargeable 
immediately to the drawer’s account and 
the certified post-dated check would be vir- 
tually equivalent to a time certificate of de- 
posit. The rule that certification of a post- 
dated check is unauthorized and irregular, 
being based on the presumption that the 
drawer has no funds, would not be applica- 
ble in such a case. There is authority for the 
proposition that such certification is valid 
and binding on the bank in the decision of 
the Supreme Court of Idaho in Savth v. 
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Field, 114 Pac. 668, decided in 1911. In 
that case a customer drew his check and 
post-dated it, and then had the bank upon 
which the check was drawn certify it. The 
account was good for the amount. The 
court held that, in view of the statute pro- 
hibiting certification of a check unless the 
drawer has the money actually on deposit 
it became the duty of the bank, upon certi- 
fying the check, “to withdraw that amount 
from the drawer’s account and hold it as 
a trust fund, subject to the payment of the 
check whenever returned to the bank in due 
course of business.” 

Upholding the validity of certification for 
the drawer of a post-dated check when the 
bank had sufficient funds on deposit at the 
time of certification, the court points to 
the provisions of the Negotiable Instruments 
Act that an instrument is not invalid be- 
cause post-dated if this is not done for an 
illegal or fraudulent purpose and also to the 
provisions relating to certification of checks 
by banks. In view of these provisions the 
court said “the absolute liability of the bank 
attached at the time of the certification” 
and upon delivery of the check thus certi- 
fied, “the bank immediately became liable to 
the holder of the paper and was bound to 
set aside and appropriate from the funds in 
the bank to the credit of the drawer a sum 
sufficient to pay his check” and that “the 
check was payable at any time it might be 
presented at its banking house for payment 
during business hours. This was in effect 
the same as a certificate of deposit.” 

This decision supports the proposition that 
it is perfectly legitimate for a bank, when 
in funds, to certify upon request of the 
drawer, his post-dated check before its due 
date, even though a detail of the decision 
may be ‘subject to criticism, namely, that 
the bank becomes immediately bound to pay 
the holder before the due date, rather than 
on or after the due date, if this is to 
be inferred from the language used. But 
the rule that in such a case certification is 
valid and the money is immediately charge- 
able to the drawer’s account and held as a 
trust fund against the certified check, seems 
sound in theory, and there are no authorities 
to the contrary. If this be the correct rule, 
its application to the case presented in the 
inquiry would mean that the bank was a 
purchaser for value of a negotiable post- 
dated check, equivalent to a time certificate 
of deposit, and that the certifying bank 
would be obl'ged to pay the check notwith- 
standing an attachment was sought to be 
levied upon part of the funds or the account 
charged with an indebtedness of the drawer. 
If the funds represented by the check in 
question immediately became a trust fund 
for the payment of the certified check, it 
would no longer be subject to the claims of 
creditors of the drawer nor to claims of the 
bank itself because of the drawer’s indebt- 
edness to it. 


The Question of Notice 


T remains to be considered what effect 

the rule that a person acquiring a post- 
dated check with knowledge that it was cer- 
tified before date is put on inquiry of lack 
of authority, and denied the status of a 
bona fide holder, would have upon the rights 
of a purchaser in a case like the present. 
This rule is based on the presumption that 
a post-dated check is necessarily without 


funds and, therefore, certification is unau- 
thorized and invalid. As the purchaser of 
a check where the date is subsequent to the 
certification cannot know whether the check 
was certified for the holder or for the drawer 
without funds and, therefore, without au- 
thority, or for a drawer with funds, this 
rule that the purchaser is charged with no- 
tice would probably be applicable in the 
present case, unless the courts in the future 
should reverse the rule and hold that the 
mere fact of certification, showing that it 
was prior to the due date, carries no pre- 
sumption that such certification is unauthor- 
ized. But even conceding that the purchas- 
ing bank in the present case is charged with 
notice that the certification was before the 
date of the check and put on inquiry there- 
by as to the authority of the certifying offi- 
cer, still, as such inquiry, if made, would 
have disclosed that the certification in the 
present case was authorized—the drawer 
having sufficient funds at the time of cer- 
tification—the purchaser would not, I think, 
be deprived of its status of holder in due 
course. The Idaho case supports the prop- 
osition that the certifying bank is liable, and 
there are no cases to the contrary. All the 
prior cases in which certification of post- 
dated checks have been held unauthorized 
and the purchaser charged with notice have 
been either cases where certification has 
been made for the drawer without funds, 
or for the holder before the date; in no 
case has it ever yet been held that certifica- 
tion for a drawer with funds is invalid, but 
in the only reported case of this kind, the 
Idaho case, the validity of such kind of 
certification is upheld. 


Stopping Payment of Certified 
Check 


CHECK is certified for the drawer, 

payable to a revenue agent. More 
than five years later, the check never having 
been presented, the drawer stops payment 
and claims that the tax for which the check 
was given was disputed; that he does not 
owe the government anything and that the 
check has never reached the payee. He 
requests that the amount be repaid him by 
the bank and tenders a bond of indemnity. 
The bank inquires whether it is safe in 
accepting the bond and releasing the fund. 
Opinion :—In some States the drawer has 
no right to stop payment. But in New Jer- 
sey, where a check is certified for the 
drawer, such right, under certain conditions, 
is recognized, and where payment.is refused 
at the request of the drawer, both bank and 
drawer are entitled to interpose in defense, 
fraud upon the drawer or that the check is 
held by the payee or holder without right of 
enforcement. Where payment of the check 
is stopped by the drawer and is in the hands 
of a holder in due course, notice to stop 
payment may be disregarded; but where the 
drawer can affirmatively prove that the check 
was procured from him by fraud or is held 
without right to enforce payment, he may 
recover damages against the bank. Under 


such condition of law, assuming the drawer’s 
statement of facts in the present case is 
satisfactory to the bank, it would be safe 
in releasing the fund to the drawer upon 


receiving an ample and satisfactory bond of 
indemnity. 


September, 1024 


From New Jersey: Over five years ago, we ce: 
tified a check for a customer payable to an Interna] 
Revenue Collector. This check has never bee: 
presented for payment. The customer has now 
stopped payment ard requested that we transfer the 
fund to his account, tendering us a bond of in 
demity. He claims that the check was given for a 
disputed tax, that he does not now owe the Gov 
errment anvthing and there is no record in the 
Internal Revenue Office that the check was ever 
received. He po'nts to the provision of the Revenue 
Law that no proceeding can be taken for a tax 
after the expiration of five years. Is the bank safe 
in accent'ng the bond and transferring the fund 
to the drawer? 


In the situation presented, your bank hav- 
ing certified for the drawer a check payable 
to C. D., Collector, is primarily liable there- 
on and would be obligated to pay the check 
if hereafter presented by any holder entitled 
to enforce payment. It is possible this check 
might hereafter be found in the possession 
of the Government and be presented for pay- 
ment by the Government. Having been given 
in payment of an internal revenue tax— 
alleged to be disputed—the fact that the 
Government cannot take proceedings to re- 
cover the tax after five years from the 
time it is due would not be a defense to 
payment of the check if it had been received 
by the Government when mailed and been 
mislaid, as the statute of limitations would 
probably not run against the check itself 
until payment had been demanded and re- 
fused. Whether or not the bank would be 
obligated to pay in such case, would depend 
upon whether it could prove that the drawer 
did not owe the Government the money as 
he alleges. It is also possible that the check 
has never been delivered to the Government 
and that there might be some innocent pur- 
chaser of the check who took it under in- 
dorsement of D, Collector. The decisions 
are somewhat conflicting whether there can 
be an innocent purchaser of a check under 
such indorsement or whether the representa- 
tive capacity of the payee “Collector” would 
not deprive any subsequent purchaser of the 
status of a holder in due course. 

The drawer desires refund of the money 
and in order to guard your bank against 
these contingencies of the check being here- 
after presented by a holder entitled to en- 
force payment, the drawer having stopped 
payment, tenders your bank an indemnity 
bond to save it, harmless, against loss. 

The law of New Jersey differs from that 
of some of the other States as to the right 
of the drawer to stop payment and of the 
bank to interpose equities of the drawer in 
defense of payment of a certified check. A 
brief résumé of the New Jersey cases will 
be enlightening on the question of the proper 
course for your bank to pursue. 

The rule is quite uniform in New Jersey 
and elsewhere that where a bank certifies a 
check for the payee or holder, it must pay 
it to him. And the fact that the payee has 
procured the check by fraud from the drawer 
is no defense. It is the same as if the money 
had actually been paid to the payee, rede- 
posited by him and the bank’s certificate of 
deposit issued to the payee. There is no 
right of stop payment by the drawer in 
such case and if the bank does refuse pay- 
ment at request of the drawer, it cannot de- 
fend payment because of fraud upon the 
drawer. 

In Times Square Automobile Co. v. 
Rutherford Nat. Bank (1909) 73 Atl. 479 
where a check was certified for a fraudu- 
lent payee, the highest court of New Jersey, 
the Court of Errors and Appeals so held; 


| 
ty 
~ 


September, 1924 


but in its opinion, the court distinguished 
between a check certified for the payee and 
for the drawer and delivered the following 
dictum : 

The effect of the certification of a check by the 
bank upon which it is drawn depends upon whether 
it is done at the request of the drawer or of the 
holder. When a check is presented by the drawer 
for certificatior, the bank knows that it has not yet 
been negotiated, ard that the drawer wishes the 
obligation of the bank to pay it to the holder, when 
it is négotiated, in addition to his own obligation. 
A certification under such circumstances does not 
operate to discharge the drawer, ard, so long as the 
drawer remairs undischarged, such a defense as 
that set up in the present case is open both to him 
and to the bank. 

In some States, the courts have held to 
the contrary that although certification is for 
the drawer, the bank cannot interpose an 
equity of the drawer in defense. But this 
dictum indicates a different judicial view 
in New Jersey. 

Following the Times Square case came 
Jones v. National Bank of North Hudson 
(1921) 113 Atl. 702, where a check was cer- 
tified for the payee but the bank, in pur- 
suance of a stop payment of the drawer, 
refused payment. The Supreme Court of 
New Jersey held that “after a check is cer- 
tified by the bank at the request of the 
holder or payee, the defense that the check 
is void because the consideration is illegal, 
is not open to the bank.” 

In both of the above cases, it will be 
observed, certification was for the payee or 
holder and not for the drawer. Following 
these, there have been two decisions where 
certification was for the drawer. 

In Watson v. Merchants & Mfrs. National 
Bank decided by the Supreme Court of New 
Jersey in March, 1923, a check was certified 
for the drawer and was paid by the bank to 
a holder after the drawer had stopped pay- 
ment. The court said: “The only question 
argued is whether the defendant had a right 
to pay the check after stop notice. The law 
seems to be settled, in Automobile Co. v. 
Rutherford Bank, 77 N.J.L. 649, that when 
a check is certified at the request of the 
maker he is not discharged thereby and may 
stop payment and the bank must respect 
such notice, and that both it and the drawer 
may set up that the check was fraudulently 
procured, but could not if certified by 
holder’s request.” 


School Savings 
(Continued from page 144) 


a pencil to each child who deposited on the 


next bank day. This brought a deposit 
from most of the children. The paper sale 
not only started all of the children with 
accounts in the rooms which held the sales, 
but also demonstrated the advantage of such 
sales as a source of reveriue. After their 
first paper sale in one room the pupils had 
others, which enabled them to buy things 
for the room, such as pictures, a flag, and 
at the end of school, a picnic was held with 
money made in this way. 

Just after the paper sales a number of the 
city teachers offered a picnic, a party or 
prizes to their pupils if they continued to be 
regular depositors. The writer attended all 
of these picnics and parties, made a talk, 
and helped with the games. 
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The latest decision is Sutter v. Security 
Trust Co. of New Jersey 122 Atl. 381, de- 
cided in October, 1923 by the Court of 
Chancery of New Jersey. In that case a 
check was certified for the drawer who 
stopped payment and payment was accord- 
ingly refused. Thereafter the holder hav- 
ing signed a written statement that he was 
an innocent purchaser, the bank paid him 
the money. The drawer thereupon sued the 
bank. The court said that had the holder 
been a holder in due course, the demand of 
the drawer “for payment to be stopped could 
properly have been disregarded.” But the 
court found that the holder was not a holder 
in due course and it then proceeded to con- 
sider the liability of the bank to the drawer 
—whether the bank was privileged to pay 
the check to the payee as against the drawer. 
The court adopted as law, the dictum in 
the Times Square case that where the check 
is certified for the drawer, the defense of 
fraud upon the drawer is open both to him 
and the bank and held that the only theory 
upon which the drawer could recover from 
the bank was that payment of the check in 
defiance of the stop order deprived the 
drawer of the privilege of asserting his 
defense to its payment. The court rendered 
a decree in favor of the bank because the 
drawer failed to make out a case showing 
he was damaged. It said that notwithstand- 
ing the bank had rendered it impossible for 
the drawer to assert any defense against the 
payment of the check, the drawer’s right of 
recovery must be based upon loss in fact 
sustained by the drawer. The suit was in 
effect to recover damages and he must affirm- 
ativgly establish that the check was procured 
by fraudulent means or that it was held by 
the payee without right to enforce its col- 
lection from the drawer. If fraud was re- 
lied upon, it must be shown to have been 
fraudulent procurement of the check as dis- 
tinguished from a breach of contract after 
the check was delivered. The court said 
the drawer had failed in affirmatively estab- 
lishing that he had been damaged. 

The foregoing is a fair statement of the 
judicial law of New Jersey, which may be 
thus epitomized : 


1. Where a bank certifies a check for the payee 
or holder, the drawer has no right to stop payment 
and the bank cannot interpose fraud or other 
equity of the drawer in defense. 


Near the end of school we wanted to 
interest the children in depositing at the bank 
during the summer, so we conducted most of 
the city children through the bank by classes ; 
took them into the vaults, let them move 
the vault doors, and explained all depart- 
ments of the bank to them. While the 
children were in the bank, it was announced 
that we would gave a pencil to each child 
when he made his first deposit at the bank 
after school closed. This brought quite a 
number of children into the bank during the 
first week of vacation. 

The Catholic School indorsed school sav- 
ings, but the Sisters did not care to handle 
money, so once a week we went to the school, 
visited each room and conducted the banking. 

At the beginning of the school year 1923- 
1924 we had 35 per cent of the school 
children in the schools which we entered 
enrolled in the work—25 per cent of the 


2. Where a check is certified for the drawer and 
the bank, upon stop payment notice of the drawer, 
refuses payment, the bark and the drawer are en- 
titled to irterpose in defense of payment, fraud 
upon the drawer or that the check was held by the 
pa ee, without right to enforce its coll-ction, but 
if the check is in the hands of a holder in due 
course, no such defense is available. 

3. Where a check is certified for the drawer 
who stops payment, the bank should respect the 
notice of the drawer unless the check is in the 
hands of a holder in due course, in which event 
the notice may be disregarded. If the bank disre- 
gards a stop payment notice and pays the check to 
a holder other than a holder in due course, the 
drawer may recover damages agairst the bank, but 
to do so, must affirmatively prove that the check 
was procured from the drawer by fraudulent means 
or was held by the payee without right to enforce 
its collection. 

It will be seen that these cases all relate 
to the stopping of payment and to defenses 
which can be made where payment is re- 
fused in pursuance of a stop payment by 
the drawer. They do not cover the drawer’s 
right to repayment of the money where a 
check has been certified for him and he 
claims to have been defrauded or to have 
given the check without consideration or 
that the check has never been received by 
the payee, before the respective right of 
payee and drawer have been adjudicated. 

Concerning the drawer’s right to return 
of the money upon a check certified for him, 
previous to his ability to successfully de- 
fend payment being judicially established, 
it would seem necessary that he should 
affirmatively prove to the bank’s satisfac- 
tion that he has a good defense to payment 
in the hands of the payee or that the check 
has never been delivered to the payee and 
also give satisfactory indemnity to safeguard 
the bank against liability should the check 
be afterwards presented by a holder entitled 
to enforce payment. 

Presumably in the present case, the 
drawer’s statements of fact that the check 
was given for a disputed tax, that the Gov- 
ernment payee has never rece:ved it and is 
not now entitled to the tax are satisfactory 
to the bank, and this being so, I see no 
reason why, upon receiving an ample and 
satisfactory bond of indemnity against pos- 
sibility of future liability, the bank should 
not release the fund to him. My opinion is 
that the bank would be safe provided a satis- 
factory bond of indemnity is given to cover 
not only the amount of the check but all 
expense to which the bank may hereafter be 
put in defending payment. 


county children, and 54 per cent of the city 
children. 

At the end of the school year we had 70 
per cent of the children enrolled—55 per 
cent of the county children, and 90 per cent 
of the city children. But better than the 
per cent of participation was the interest 
taken by the children in the work. Bank 
day was very much a part of their school 
life. In some of the rooms the feeling was 
so strong among the children for 100 per 
cent deposit each week that the children 
would loan money to those who did not 
bring it on bank day and rebuke the delin- 
quents. A boy in one of the rooms offered 
to open an account for every one in the room 
who did not have one—about thirteen—but 
he was not allowed to do so. Junk was sold, 
candy made and sold, and car fare saved in 
order to make a deposit once a week in school 
savings. School savings has been a success. 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


Usury—Law Acarnst Not APPLICABLE TO 
PurCHASE OF PAPER, DISTINGUISHED 
FROM LOAN—MINNESOTA. 


EFENDANT company owned certain 

notes, which it induced plaintiff bank 
to purchase from it. Defendant guaranteed 
the payment of the notes when due, and sold 
them on such favorable terms that the bank 
netted 12 per cent on its outlay on the 
purchase, which was usury under the statute 
if it had been on a loan. 

Defendant was sued on its guaranty upon 
the non-payment of the notes at maturity, 
and defendant set up the defense of usury. 
But the court held that the defense would 
not avail defendant, for there was no loan 
to defendant, but an outright purchase of 
certain paper which defendant held against 
third parties. And while the court would 
not allow the statute against usury to be 
defeated by a subterfuge attempting to cover 
up the fact of a loan by a sham sale of 
securities, when in fact there was a sale, as 
here, the usury statute was no defense. 
State Bank of N. v. N. W. Security Co., 
199 N. W. 240. 


Graturrous BAILEE—JuRY May Finp THat 
Securities Were Nor Lost By 


LAINTIFF sued defendant for the loss 

of certain savings stamp certificates, 
which defendant bank was gratuitously keep- 
ing in its money vault for plaintiff. The 
bank had been burglarized, and defendant 
set up that as a defense against the liability. 
This would have been a good defense in 
the case if defendant could have shown the 
loss was due to the burglary. But the bank 
had informed plaintiff the day following the 
burglary that his securities were intact, and 
not until six days later had it informed 
him that the burglars had taken the certifi- 
cates, and the bank officials made conflicting 
statements as to where the certificates had 
been kept in the vault, some parts of which 
had not been rifled. 

On this set of facts and conflicting evi- 
dence, the jury was not satisfied with de- 
fendant’s explanation of the loss, although 
on the cold records it appeared that the loss 
had been caused by the burglary. The jury 
was at liberty to reject the evidence, and 
this appellate court refused to overturn their 
findings and plaintiff was allowed to recover. 
West v. First State Bank, 197 N. W. 850. 


STATE BANKERS ASSOCIATION—LIABILITY OF 
MEMBER BANKS FOR LIBEL IN ASSO- 
CIATION JOURNAL—OKLAHOMA. 


LAINTIFF named 400 State banks as 
defendants, and followed up the suit 
against 87 of them, for an alleged publica- 
tion of libel in “The State Banker,” the 
organ of the Association, published by the 
State Secretary. Plaintiff did not claim that 


Assistant General Counsel 


Summarized 


BoN4 fide sale of notes 

against third parties at price 
netting more than legal rate of 
interest to purchaser not pro- 
hibited by usury statute. 


URY is at liberty to find that 

securities were not lost by 
burglary, where bank officers 
make  rreconcilable relevant 
statements. 


M EMBERS of a State Bank- 
ers Association are not in- 
dividually lable for articles 
published in the Association 
journal without their knowledge. 
HE lowa rule is changed to 
conform to the majority rule, 
that instruments payable in “cur- 
rent funds” are negotiable. 


MORRIS PLAN bank ig 


allowed summary judgment 
on a note under the New York 
statute. 


\ AIVERS of rights, or 

agreements extending juris- 
diction, in body of note do not 
destroy negotiability. 


AN indorser of a note is liable 
on his indorsement, although 
his own name is subsequently 
forged as maker. 
QURETY company cannot set 
off claim of insured depositor, 
which it pays, against defalcation 
bond issued by itself on default- 
ing bank officer. The default 
here caused the insolvency. 


HE “casting interest” rule in 
partial payments requires 
application to interest first. If 
interest exceeds payment, re- 
maining interest does not become 
principal so as to draw interest. 


P4YEZE of check, warned of 

possible early insolvency of 
bank, stands own loss for three 
days delay in presenting for pay- 
ment. 


any ot the individual banks caused the publi- 
cation, but did claim that they were liable 
for any damage caused by any article in 
the magazine published for their benefit and 
supported by their organization. 

The court held the banks not individually 
liable, for while the article may have been 
written by someone authorized by the Asso- 
ciation to write articles, there was no au- 
thority to write libelous articles. Nor was 
the writer of the article the agent of the 
banks individually, for he was in the employ 
of a separate entity, an association or con- 
federation. And not being in the employ of 
the individual banks, “it is logical to say 
that such individual banks could not be liable 
at all unless by some distinct and wrongful 
act of their own they contributed to the 
injury complained of.” Garnett v. Atoka 
State Bank et al, 227 Pac. 142. 


CERTIFICATE OF DEPOSIT PAYABLE IN “CUR- 
RENT FUNDS” Is Now NEGOTIABLE— 
CHANGED—IowA. 


S set forth in these columns last April, 

at p. 653, Iowa has heretofore held to 
the minority rule, which was to the effect 
that an instrument payable in “current 
funds” was not negotiable. 

That rule is no longer followed in that 
State, for in a recent action on a certificate 
of deposit, the court holds that instruments 
payable in “current funds” and “current 
money” are negotiable. Feder v. Elliott, 199 
N. W. 288. 

Note: See criticism of former position 
at p. 653 above referred to, and Opinion 
No. 802, Digest of Legal Opinions of 
Thomas B. Paton (1921). 


BANK SELLING AUTOMOBILES—LIABLE FOR 
DEALER’Ss TAX—NorTH CAROLINA. 


BANK took a bill of sale for several 
automobiles to secure advances to a 
dealer, who was a customer of the bank. A 
contract was entered into, whereby the cars 
were to be sold by the dealer, and the pro- 
ceeds thereupon turned over to the bank. 
Before the cars were sold the dealer 
abandoned his business, and the bank took 
possession of the automobiles and offered 
them for sale. The tax assessor claimed 
that the bank was liable for the same tax 
imposed upon other dealers, and upon this 
appeal the court so held. For over the 
period while the cars were being sold and 
offered for sale, the defaulting dealer did 
not pay the tax, so the one taking up and 
carrying on the business was bound to do so. 
The fact that the sale of automobiles was 
not the regular business of the bank could 
not defeat the statute. Nor would the un- 
constitutionality of a severable irrelevant 
part of the statute concerning foreign deal- 
ers avail a domestic bank. Am. Ex. Nat. 
Bank v. Lacy, 123 S. E. 475. 
(Continued on page 170) 
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Is the Government Thrift Cam- 
paign At An End? 


By HENRY TEMPLETON 


With the Suspension of Sale of Treasury Savings Certificates, 
Uncle Sam Halts His Peace-Time Thrift Campaign. 


More 


Than a Billion and a-half Dollars Realized from Sale of Thrift 
Stamps and Baby Bonds to Small Investors. No New Issues. 


OWN in Washington, stored in the 
dark corridors of government 
warehouses, are several million 
copies of a green-backed pamphlet. 

On the cover, just above the seal with its 
legend “Thesaur Amer Septent Sigil,” there 
appears the title “How to Save Your Sav- 
ings”; as an afterword, the booklet recites, 
“If Youth but knew what Age did crave, 
many a penny would it save.” Contained 
between the covers are the secrets of pros- 
perity—the message of thrift, phrased in the 
simple and conservative style so character- 
istic of government writings. 

And yet, while this pamphlet was con- 
ceived to be the most widely distributed 
piece of thrift literature, it is destined for 
the junk heap. For when the United States 
Treasury announced the suspension of the 
sales of Treasury Savings Certificates, on 
July 15, the millions of booklets became 
automatically useless. 

The scrapping of this little booklet is but 
one of the many signs of the end. The 
organization that was built up to sell the 
certificates —the post-war counterparts of 
the famous Thrift Stamps—has been broken 
up. The Post Office Department has calJed 
upon its 53,000 postmasters, who constituted 
the largest group distributing the Treasury 
certificates, to return the forms upon which 
the “baby bonds” were issued. The District 
Savings Director, formerly stationed in each 
of the twelve regional Federal Reserve 
Banks, has retired and, with his passing, 
the “Monthly Investors Club” created by 
the Government as a means of encouraging 
the small savers has broken up. Indeed, 
while the Treasury, in announcing that it 
would suspend the sale of the Treasury 
certificates bearing 4% per cent interest if 
held to maturity, did not state that there 
was no intention of resuming their sales, 
it is generally accepted in Washington that 
there is little likelihood of the government 
renewing at any time in the near future 
its sales of certificates to small investors. 

The certificates are victims of “cheap 
money.” The suspension of their sales may 
be laid to the prevailing low hire that 
money may bring, for when the savings 
banks throughout the country found them- 
selves compelled to reduce the rate of in- 
terest allowed on savings accounts, and call 
money dropped to around 2 per cent, the 
Treasury realized that it could not justify 
the payment of 414 per cent on its offerings, 
even though they had to be held until ma- 
turity to obtain this return. While the offi- 


cials of the Treasury doubtless did not 
expect “cheap money” to prevail for years 
to come and the administration had frankly 
been committed to the policy of encouraging 
the accumulation of savings by offering a 
security attractive to the small investor, it 
was decided to suspend the sale of all baby 
bonds rather than withdraw the present 
series and offer other certificates, bearing 
a more moderate rate of interest. From the 
viewpoint of the Treasury, the present 
money market did not warrant the payment 
of 4% per cent on Federal securities hen 
funds could be obtained much more cheaply. 

The decision to suspend the sale of the 
baby bonds was due, in a measure, to the 
events that preceded the days of “cheap 
money.” 


Unfair Competition 


ATE in 1923 banks in the Northwest 
complained against the activities of the 
Treasury in pushing the sales of the certifi- 
cates, insisting that the rate of interest 
offered on the securities was higher than 
they could safely afford to pay and ques- 
tioning the advisablity of the government 
embracing a policy that would tend to 
drain savings from banks, which were ur- 
gently in need of holding all deposits in 
order that they might serve their commun- 
ities during the time of financ: 1 stringency. 
Charges of “unfair competitica” flew fast 
and thick as the Government, through the 
postoffices, offered a security “as safe as the 
United States itself,” bearing a high in- 
terest return, in communities where con- 
fidence in the banks had been shaken by 
the numerous failures of weak banks. Even 
the most conservative institutions added 
their voices in protest, for they claimed the 
savings depositors were withdrawing their 
money from the bank to invest it in the 
baby bonds. 

Lew Wallace, Jr., the director of the Gov- 
ernment Savings System marshalled figures 
showing that the United States had poured 
more money into these northwestern States 
than it had taken out. The increased sales 
of the Treasury savings certificates had not 
decreased savings deposits, he asserted, be- 
cause more money had been returned to 
purchasers of these securities than had been 
taken from them by new sales. This was 
due to the fact that the war-time issues 
of the savings stamps matured and were 
paid back to the holders. He cited a growth 
in the savings deposits of the northwestern 
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States to refute the contention that the 
Government was draining the banks of 
their savings accounts. 

The volume of protests swelled; bank 
failures grew more numerous; and the fi- 
nancial outlook showed no improvement. 
So, late in January, the Postdffice Depart- 
ment, acting at the suggestion of the Treas- 
ury, directed the postmasters in eighteen 
western and northwestern States to discon- 
tinue advertising the certificates and solicit- 
ing their sales, The advertising campaign 
in other States was slowed down because 
the Government did not wish to bring 
down more criticism on its head. The field 
organization was advised to take things easy 
and thus the sales started lagging, despite 
the fact that the time of cheap money was 
coming apace and the banks were lowering 
the rate of interest to be paid on savings 
accounts, 

This disparity became so sharp during 
the latter part of spring that the Treasury, 
early in July, decided to suspend the fur- 
ther sales of the certificates. It is under- 
stood that officials of the Treasury consid- 
ered the advisability of recalling the certifi- 
cates, bearing the higher rate of interest, 
and offering others, with a more moderate 
interest rate. However, this alternative was 
abandoned, because it was felt that the new 
certificates could not be sold generally in 
all of the States, and that it would be in- 
expedient to advertise them. With a mater- 
ially lower rate of interest, some doubt was 
entertained as to the reception that would 
be accorded the security by the small in- 
vestors, thus giving rise to the doubt 
whether the resulting volume of sales would 
be sufficiently large to justify the effort. 


The Overhead Expense 


— MELLON plarined to car- 
ry about one billion dollars of the public 
debt in the form of Treasury savings certi- 
ficates. With a program extending over a 
period of years, it was estimated that sales 
would have to be kept up at the rate of 
$20,000,000 a month to attain this goal. 
Unless the volume of sales could be main- 
tained at something approaching this figure, 
the overhead expenses would be too high, 
making it cheaper to borrow funds through 
other sources which, however, would not 
permit the teaching of thrift to the small 
investors, 

Thus, the suspension marks a halt in the 
Government’s effort to teach thrift and to 
promote directly its practical application. 
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But since the time that the Government 
brought out the first thrift stamps, urged 
the small investors to help win the war by 
purchasing the 25 cent stickers, and raised 
more than a billion dollars through the sale 
of these little securities, it has spread the 
gospel of thrift and sound investment from 
one end of the country to the other. By 
getting the people into the habit of saving, 
the Government doubtless has been an im- 
portant factor in causing a large increase 
in the savings accounts of the Nation’s 
banks. The posters that the Thrift Stamp 
movement produced rivalled the colorful 
appeals to the eye and pocketbook that ac- 
companied the pictorial part of the Liberty 
3ond drives. A Nation-wide enlistment 
campaign to pledge every citizen to save 
was conducted. The written message was 
carried into virtually every home in Amer- 
ica because the Treasury worked hand in 
hand with the Postoffice Department. More 
than 233,000 special agencies were created 
to sell the thrift stamps. The mail carriers 
took the thrift literature to every mail box. 
Even after the war the Government contin- 
ued its efforts to popularize saving. One 
booklet, “How Other People Get Ahead,” 
had a distribution of 2,800,000 copies. De- 
signed as a means of contact with Ameri- 
cans of small incomes, it aimed to show the 
necessity of exercising care and prudence 
in their management of resources; bene- 
ficial effects of savings; how to tell a good 
investment from a bad one; the danger 
signs of fraudulent investments; and the 
essentials of a sound investment. 

In this, Uncle Sam gave his version of 
the Tightwad, Spendthrift and Sensible In- 
vestor. 

Here’s how the three were identified: 


Thrifty 

Tightwad Spendthrift Man 

Living expenses .. 37% 58% 50% 
Education ........ 1 1 10 
1 1 10 
Recreation ....... 1 40 10 
Savings ......... 60 0 20 


One of the factors that led the Treasury 
to offer the Treasury savings certificates 
was the desire to make available a class of 
security that the small investor, with slowly 
accumulated savings, might turn to instead 
of the widely circulated worthless invest- 
ments. 


Prevented Losses 


ad be this class of security were not con- 
stantly available,” Secretary Mellon 
said in his 1923 report, “a considerable pro- 
portion of such savings would probably be 
lost in worthless investment. The popu- 
larity of Treasury savings certificates has 
been proved, and the proceeds from their 
sale have reached such proportions as to 
become an important factor in Government 
financing. Their withdrawal from sale 
would necessitate the realization of a cor- 
responding amount in some other manner, 
and it is the present intention of the Treas- 
ury to continue their sale indefinitely, or so 
long as the volume of sales justifies a con- 
tinuance, and indicates that the certificates 
are filling a real need of the people.” 
President Harding was firm in his support 
of the thrift program. His was a personal 
interest. It is recalled that on one occasion 
the late Executive, standing by his desk in 
the White House, informed the Washington 


ability to survive. 


correspondents who gathered twice a week 
to hear his views on the momentous ques- 
tions of the day, that he had “an important” 
announcement to make. 

After a stir of excitement, a nervous hush 
of expectancy spread over the room. The 
correspondents for the press associations 
had moved quietly toward the doors so that, 
from this point of vantage, .they might rush 
to the wires to flash to the waiting millions 
the latest pronouncement from the President 
of the United States—the most powerful 
ruler in the world. In the midst of this im- 
pressive silence, Mr. Harding directed at- 
tention to the fact that the Treasury that 
very day was going to offer a saving cer- 
tificate for $80 that would net the holder 
$100 if held five years to maturity. 

Sensing the disappointment among the 


| SEEKING NEW BUSINESS ON OUR RECORD 


1824—An Acorn 
1924—An Oak 


F THE CHEMICAL dwells insist- 
ently upon the date that it was 
founded, it is because in the one 
hundred years of its history, it has 
had countless opportunities to learn 
that the greatest ability of all, is the 


Every oak was once an acorn. 


But not every acorn becomes an oak. 


CHEMICAL BANK CENTENNIAL 
100 YEARS OLD—100% 


THE 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK. 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE AT 29TH STREET 
MADISON AVENUE OFFICE AT 46TH STREET 


MODERN 


correspondents that greeted his statement, 
Mr. Harding counseled the writers not to 
regard his foreheralded statement as ex- 


travagant. It meant a great deal to the 
individual fortunes of American citizens, 
he observed, when the Government could 
offer 414 per cent interest with absolute 
safety. Mr. Harding was particularly 
anxious to have the Government draw up 
its forces to fight worthless investments, 
for at this time fake oil companies were 
springing up in considerable profusion. He 
felt that, if the Government would provide 
a security to which the small investors could 
turn in the investment of their small accu- 
mulations, the pirates promoting the fake 
companies would have rough seas to ride. 
(Continued on page 168) 
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‘Cheque’ Everything Except Their Money 


SD OP DP SO SP SO SO OOOO 


and Themselves. Why ? 


wo prsefeeSigbadhdiow per cent of the hundreds of thousands of travel- 
ers in this country assume needless risks with their traveling funds 
and suffer personal inconveniences simply because they do not know 
the money-protection and personal service value of American Express 
Travelers Cheques. 


If there is any doubt about this statement watch the crowd at any rail- 
road ticket window. Note the display of loose money, loosely carried 
in pockets, wide-open to even the clumsiest of light fingers. 


On a Pullman recently a traveler carefully folded his trousers to pre- 
serve the creases and carefully placed them on the shelf. $125 in bills 
was in the hip pocket. In the morning only the trousers, carefully 
creased, remained. 


A careful man on a week-end trip with his family in his car was held 
up when barely out of town and relieved of his machine and his money. 
He is driving a new car now, bought with the insurance on his old 
one; but his uninsured money, which happened to be quite a sum, is 
gone forever. The incident, however, taught him the value of 
Travelers Cheques. 


Two traveling men on their way to a hotel boarded a crowded street 
car. Pickpockets relieved them of their rolls even before they had a 
chance to pay their fare. They also, now, believe in Travelers Cheques. 


The pity of this ignorance about the value of American Express Trav- 
elers Cheques for domestic use is that it needs some such personal 
experience as these to establish the fact that even your money is just 
as easy picking as another’s. 

For use abroad American Express Travelers Cheques have long been the dominat- 
ing demand of travelers. For use in the United States there still remains a prac- 
ticaliy unlimited field. Fortunately, for the traveler, this field is being rapidly 
appropriated by the leading banks of the country as a means of serving their pa- 
trons. 

In the protection of financial paper the American Express Company is constantly 


alert. 57 arrests of criminals for stealing or tampering with American Express 
paper have been made this year in the United States and 35 in Europe. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 


SO SOSH SH SO GOGO 


NO SO QO GY GE SS 
= DO DO DP SO DO SO DO SOS 
OO SO SO SO 


AMERICAN BANKERS ASSOCIATION JOURNAL 


IS YOUR BANK INIERESTED 


in the travels of its patrons ? 


HE Service of the modern bank travels with its patrons. 


Not content with safeguarding their travelers’ funds—through 
Travelers Cheques, letters of credit, etc.—banks everywhere are extend- 
ing their service to cover practically every detail of travel—planning trips 
and itineraries, securing transportation, making reservations, etc., etc. 


This Service, world-wide, and practically without cost to the bank, is 
made possible through cooperation with the experienced and efficient 
Travel Department of the American Express Company. 


Full details and information as to how this Travel Service may be ex- 
tended to your patrons through your bank will be gladly furnished. 


Many interesting and varied tours and cruises of exceptional appeal are 
offered by the American Express Travel Department for the coming 
winter. Chief among these are: 

the magnificent Red Star 
Cruise Around the World e Liner, Rakeradiedl, the largest 
and most complete and modern ship ever to make the trip. Sailing west from New 
York December 4th, 133 days. Visiting Havana, Panama Canal, Los Angeles, San 
Francisco, Hawaiian Islands (Hilo and Honolulu), Japan, China, Manila, Java, India, 


Ceylon, Egypt and the Nile, Palestine, Naples, Monaco, Gibraltar—with trips, if de- 
sired, thru Italy and Switzerland or Spain and France and England. 
Under the combined management of the International Merchant Marine and the 
American Express Travel Dept., respective ly, supreme in ship and travel Service, this 
cruise of the Belgenland is the dominating extended travel opportunity of the year. 
Luxury Cruise to the Mediterranean 
Rotterdam—Holland American Line. Leaving New York February 4th, 1925—66 days. 
Visiting Madeira, Lisbon, Cadiz, Seville, Gibraltar, Algiers, Tunis, Athens, Constan- 
tinople, Holy Land, Egypt, Italy and the Riviera. The Rotterdam has proven her 
supreme fitness for the Mediterranean Cruise by three previous, similar tours. Every 
luxury on land and sea is assured. 

th Annual American 
South America and West Indies:— 
Sailing from New York January 20th, 1925—65 days. Visiting Cuba, Panama, Peru, 
Chile, Across the Andes, Argentine, Uruguay, Brazil, Trinidad, Barbados, Porto 
Rico. A most exceptional Tour—Two distinct Cruises in One. All the most inter- 
esting countries on both sides of South America. The inspiring trip—Across the 
Andes. And, in addition—the fascinating Islands of the West Indies, on the way 
back. The Splendid Pacific Liner—S. S. Ebro—going down—The new S. S. Vol- 
taire (Lamport and Holt Line) coming back. 


In the interest of your patrons, who may seek your bank’s advice on matters of travel this win- 
ter, let us send you full details on any, or all, of these and other Cruises and Tours—deck plans, 
itineraries, illustrated booklets, prices, etc. _Address—Travel Department of the 


American-Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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National Bank of Commerce 
in New York 


Established 1839 
STATEMENT OF CONDITION, JUNE 30, 1924 


RESOURCES 


Loans and Discounts.$282,007,632.68 | Capital Paid up 


Overdrafts, secured 
and unsecured 

United States Securi- 
ties 

Other Bonds and Se- 
curities 

Stock of Federal Re- 
serve Bank 

Banking House...... 

Cash in Vault and 
due from - Federal 
Reserve Bank 

Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and 
Cash Items 

Interest Accrued..... 

Customers’ Liability 
under Acceptances.. 18,974,846.70 

United States Securi- 
ties Sold under Re- 

purchase Agree- 


4,153.11 
49,208,115.92 
6,065,889.41 
1,500,000.00 
4,000,000.00 
46,209,613.77 
14,963,332.54 
168,945,321.80 
other 


3,007,854.44 
1,252,841.11 


6,009,584.88 
$602,149, 186.36 


LIABILITIES 
$25,000,000.00 


25,000,000 00 
Undivided Profits..... 14,523,580.97 


Surplus 


Dividend Payable 
July 1, 1924 1,000,000.00 
11,041.50 


502,222,238.68 


Dividends unpaid.... 
Deposits 


Reserved for Interest, 
Taxes and other 


Purposes 3,747,337.40 


1,144,304.35 


Unearned Discount.. 


Acceptances executed 
for Customers 


19,292,337.66 


Acceptances sold with 
our Endorsement.. 


4,198,760.92 


United States Securi- 
ties Sold under Re- 
purchase Agree- 


Ment 6,009,584 88 


$602, 149,186.36 
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Thrift Campaign 


(Continued from page 165) 
Signs of Bad Investments 


The eleven. danger signals of bad invest- 
ments, according to the Government view, 
were outlined in these warnings: 


1.—Never buy stock in mines you know nothing 
about. Mining is a very expensive undertaking. 
Shun alluring promises about mines in a far-away 
land. While some mines may be good, often un- 
scrupulous men start mining ventures just to 
obtain your money. In many cases they never 
intend to develop a mine. There is an old saying: 
“A mine is a hole where fools dump their money.” 

2.—None but the rich can afford to trifle with 
oil wells. There are many good mining and oil in- 
vestments, but how can you tell the good from the 
a or know the intentions of the promoter? 
Drilling for oil is expensive. The chances are 
great. A “gusher” is rare. You may find a well 


CHARLES E. DUNLAP 
GEORGE E. ROOSEVELT 
CHARLES B. SEGER 
JOHN G. SHEDD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
STEVENSON E. WARD 
THOMAS WILLIAMS 


that yields 10 barrels a day for a month, or you 
may find your well is dry. In many cases there 
never is a well except on paper. 
3.—Schemers take advantage of every 
tant discovery or invention. ecently in the wake 
of radio came countless stock-selling schemes. 
Many invested and lost. Some promoters may have 
good intentions, but others have only promises to 
sell. A patent may be only the right to a lawsuit. 
4.—Do you want to buy a swamp? There are 
real estate promoters who will sell you a swamp as 
“shore frontage.” If you buy property, buy near 
home. Then you can see what you are getting. 
Long-distance buying is dangerous. Know what 
you are buying. Investigate personally before you 
make a purchase. 
5.—Look out for new companies that are goin 
to “sell by mail.’”” No money will come in antl 
sales are made, and sales require a good organiza- 
tion and time. They may never earn more than 
salary money, and that is paid out first. 
6.—‘*New manufacturing methods” should al- 


impor- 


ways be personally checked and investigated. 
you lack experience in making this examination, 
get an expert’s views. 

7.—“Invest quick, or it may be too late,” is the 
favorite urge of the wildcat stock salesman. 


That 
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should make you suspicious. The swindler fears in 


vestigation. His fakes sell best when he rushes 
you off your feet. Many have lost becanse they 
did not “sleep over it.” 


8.—Look with suspicion on offers with special 
inducements in cash discounts or stock bonuses 
Such an offer may be a trap, and many have been 
lured to misfortune by it. 

9.—Your banker will tell you that “tips” on the 
stock market are worthless. Those who have ad 
vance information will not tell you, when they ean 
profit themslves. Rut the slick “blue sky” stock 
salesman will tell you in confidential whispers, ‘It’s 
straight from the inside.” You may be tempted, 
= do not think you will be let in “fon the ground 
oor. 


10.—The rich man can afford to speculate. If 
he loses, he has other money in the bank. Not 
so the small investor, the man on a salary with a 
family to support. If his speculation fails, it spells 
disaster, and he has no money to tide him over the 
unexnected. Never play the stock market “on 
margin.” Avoid the bucket shop. If you buy 
stocks outright for investment, do so through a 
member of a legitimate exchange. 


11.—Stock in companies being organized on the 
success of others rarely turns out well. A going 
concern has a great advantage, and will not allow 
a newcomer to take over its business. Do not put 
your money into another man’s dreams. 


Sought a Mail Order Business 


HE post-war thrift movement took on 
this new phase—the protection of the 
small investors from the vendors of the 
spurious and worthless investments. The 
sole object of the war-time drives was to 
cause the saving of money. However, when 
the Treasury decided to reorganize its 
sales organization late in 1923, it confined 
its savings program to the selling of the 
Treasury savings certificates and no longer 
embraced activities for the general encour- 
agement of thrift. It was thought that an 
intensive campaign for the sale of these 
baby bonds could not fail to instil in the 
minds of the army of small investors the 
habits of thrift and savings and give im- 
petus indirectly to the whole thrift move- 
ment. The Government purchased space in 
magazines, weekly newspapers and some of 
the big dailies to bring the certificates to 
the attention of the investors because it was 
hoped that a large mail order business might 
be developed. The response to the adver- 
tisements, especially in the magazines, was 
satisfactory, but with the increase in the 
sales there arose the growing opposition of 
the banks to the activities of the Treasury 
in offering a 4% per cent partially tax free 
security. The climax came when the certi- 
ficates were withdrawn. 

The thrift movement started slowing in 
1917, for the Treasury had to overcome the 
“Business as Usual” slogan, which had be- 
come ingrained in American life. The first 
offering included the 25-cent thrift stamp 
and the $5 war savings stamp. The first 
post-war offerings came in 1919 when the 
Treasury savings certificates of the $100 
and $1,000 denominations were offered, 
with the addition in 1921 of the $1 Treas- 
ury savings stamp and the $25 Treasury 
certificate. With the exception of the 25- 
cent stamp and $1 stamp sold at face value 
and non-interest bearing, these securities 
were issued in yearly series at prices that 
increased from month to month during each 
calendar year, yielding about 4 per cent if 
held until maturity. Late in 1921, the Treas- 
ury inaugurated its peace-time savings 
movement by offering a new certificate 
maturing five years from the date of issue 
instead of at a uniform maturity date as 
had been the case with previous issues. At 
this time, a $25 certificate was offered at 
$20 and a $100 certificate might be pur- 
chased at $80. On October 1, 1922, to meet 
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changing investment conditions, the Treas- 
ury withdrew ‘this series and increased the 
selling prices from $80 to $82 for a $100 
certificate, with like increases for other de- 
nominations. On Nov. 15, 1923, in hopes of 
getting the holders of war savings certifi- 
cates maturing early in the next year to 
exchange these for the new issue, the Treas- 
ury returned to the former price of $80 
for a $100 certificate. 

How large a part the thrift issues have 
played in Federal financing may be indi- 
cated by the cash receipts of the Treasury 
from the various issues, which run in ex- 
cess of $1,600,000,000. 

The start was made in December, 1917, 
when $10,236,451 was realized from the 
sales of the first issue. 

In other years, the receipts were: 


$961,677,421 
160,307,421 
43,891,005 
22.992.723 
142,249,662 
181,046,257 


In 1923, the receipts bounded upward. 
By months, the sales were: 


aware $55 024,798 


27 003,547 
13,355.434 


‘August 
September 


December 
During the first half of the present year, 
the sales were: 


$45,608,046 


19,383,936 
11,908,248 


12,478,787 

After the Treasury announced that all 
sales would be suspended after July 15, 
there was a rush on the part of investors 
to obtain these certificates, more than 
$12,000,000 being recorded during the half 
month. Orders mailed before the final day 
were honored, although received after that 
time. This accounts for receipts of $133,591 
in August. 

Officials of the Treasury are silent as to 
what the future may bring forth in the 
way of Federal investments for the small 
investors. While the order suspending all 
sales is generally accepted as the actual 
abandonment of the savings certificates as 
a means of Government financing, the Treas- 
ury will not give official confirmation to the 
belief. For it is said that if money rates 
go higher and conditions in the Northwest 
improve to the point where banks will with- 
draw their objections to the competition of 
the savings certificates with bank deposits, 


this form of Federal financing may be 
resumed. 


Peasant Banks 
(Continued from page 151) 


cause it prepared the way for the abolition 
of money altogether. 


An Exceptional Success 


T= peasant banks in their crude way 
had success. Only in rare cases, where 
most of the capital was subscribed by a few 
individuals, was any profit-taking allowed. 
As a rule all the peasant founders put up 
identical sums, and as the founders were 
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often the only clients of the bank no profits 
at all were paid out. There is a record, 
however, of one bank making such large 
profits that when the Bolsheviks began to 
lease out Nationalized factories the bank 
took over a cloth-mill, which it managed so 
successfully that it was able to pay back 
this mill’s heavy debt to the state bank 
within six months. This is not surprising, 
because before the war most of the biggest 
Moscow industrial concerns were run by 
persons of peasant origin. In fact, since 
the Bolshevik revolution, peasant industries 
have been the only ones that have managed 
to pull along without suffering heavy losses 
and applying for heavy state doles. 
Bolshevik journals declare that in late 
1923 there were about 3000 peasant banks, 


“some not called by that name.” Such rapid 
development supplies instructive lessons. 
First, it displays the skill and adaptability 
of the Russian moujik when faced with 
difficult circumstances. Second, it shows 
the experience of a country which has tried 
to exist without banking institutions. It 
also shows that if a country is deprived of 
its banks by force, banks will insist on 
springing up almost elementally out of the 
soil. Now that the leaders of Bolshevism 
have recanted, this fact hardly needs em- 
phasis. But it is nevertheless remarkable, 
and symptomatic of much in Russia, that on 
this vital point the healthy sense of the 
anti-Communist peasants has forestalled the 
slowly awakening economic consciousness 
of the theorists and demagogues. 


Is your safe deposit really safe? 


Operator Camera 


Customer 


New invention makes 


positive identification 


S your safe deposit really safe? 

Or is your sign, “Open from 

nine to three,” an invitation to the 

clever crook to come in and help 

himself—simply because your identi- 

fication system does not positively 
identify ? 


The “Y and E” Identiscope—the new- 
est innovation in bank protection 
methods—makes instant identification 
possible. It places the photograph 
and signature of every customer on 


easy 


one card. There’s no possibility of 
anyone other than the rightful owner 
gaining access to a safe deposit box. 


As a bank official you are naturally 
interested in providing your bank and 
your customers with the best possible 
protection. 


How vou can get this protection— 
What the “Y and E” Identiscope is— 
How simple it is to operate—is all de- 
scribed in an interesting new folder. 
Mail the coupon today for a free copy. 


IDENTISCOPE 
YAWMAN FRBE Mrc.(. 


985 Jay Street 


ROCHESTER, N. Y. 


In Canada: The Office Specialty Mfg. Co., Ltd., 
Newmarket, Ont. 
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(Continued from page 162) 


Morris PLan BANK—SUMMARY JUDGMENT 
on NotE—NeEw York. 


N motion for summary judgment on a 

note, defendant signer of the note made 
denials which were insufficient to raise an 
issue of fact. The court granted the motion 
for summary judgment on the following 
grounds: 

“The contract embodied in the note is 
legal, being duly authorized by the statute, 
enacted apparently for the specific purpose 
of enabling the Morris Plan Company to 
operate in this State. (See Banking Law, 
§293, subd’s 4, 5, 6). Accordingly I can but 
reiterate what was said by the court in the 
case of Morris Plan Co. v. Cohen, 164 N. Y. 
Supp. 162, in granting judgment on a similar 
note. ‘As the contract between the parties 
is one permitted under the statute, the re- 
lief from its enforcement cannot be obtained 
from the courts. The remedy, if one is 
needed, must come from the Legislature.’ 
Motion for summary judgment is granted.” 
Morris Plan Co. v. Sealey, N. Y. County 
Sup. Ct., June 17, 1924, not yet reported. 

Note: In the June issue of these columns, 
p. 799, there was set forth a case by the 
same plaintiff against a different defendant, 
where a co-maker defendant pleaded and was 
allowed to set off payments already made 
by the principal maker of a note running 
to the Morris Co. Inthe earlier case plaintiff 
sued for the full amount of the note, but 
it was shown that the party primarily liable 
had made 21 payments, each for $50, and 
when the company sought to hold the co- 
maker, recovery was allowed to it only on 
the original obligation less the payments. 


NEGOTIABILITY oF NotE—Not AFFECTED BY 
Walver oF SEt-Orr RIGHT NOR BY 
AGREEMENT— 

Iowa. 


EFENDANT being sued on a note by 

a holder in due course, set up a defense 
based on the claim that the note was not 
negotiable. Defendant claims that a pro- 
vision waiving the right of “discount or off- 
set,” and “waiving our rights to all exemp- 
tions allowed us by law,” and the provision 
in the note consenting to a justice of the 
peace having jurisdiction to the extent of 
$300, rendered the note nonnegotiable. 

All of these provisions were held to be 
such as did not affect negotiability. <A 
waiver of discount or offset did not change 
the nature of the instrument, for offset would 
not have been allowed anyway. Nor did 
the waiver of “rights to all exemptions al- 
lowed us by law” affect negotiability, for 
although the law of the State made such 
waiver of no effect in so far as binding the 
person intending to waive is concerned, still 
it would not affect negotiability of the in- 
strument. And lastly, the agreement in the 
note giving the Justice’s court jurisdiction up 
to $300, instead of the statutory $100 in the 
absence of agreement, did not affect negoti- 
ability, for that went only to the remedy or 
method of collection, and “provisions affect- 
ing merely the remedy shall not operate to 
destroy the negotiable character of instru- 
ments otherwise negotiable.” Perry Nat. 
Bank v. Engnell, 199 N. W. 283. 
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INDORSER SIGNING BreFrorE MAKER, LIABLE 
AS INpDORSER, THOUGH MAKER’s NAME 
ForGED—V IRGINIA. 


EFENDANT was requested to become 

the accommodation maker of a note by 
one who had indorsed it. Defendant re- 
fused to sign as maker, but did indorse it 
while the instrument was still unsigned by 
any maker, under the condition that a cer- 
tain other person should be obtained to sign 
as maker. 

Subsequent to defendant signing as in- 
dorser, his name was forged as maker, and 
upon being sued upon the note, he set forth 
the above facts. 

Defendant was held liable on his indorse- 
ment to a holder in due course. For an 
indorser in indorsing warrants the instru- 
ment to be valid and subsisting at the time 
of indorsement, by the terms of §66 of the 
Negotiable Instruments Act, and defendant 
as indorser was liable to a holder in due 
course according to the tenor of his in- 
dorsement. Shepherd v. Mortgage Sec. 
Corp. of A., 123 S. E. 553. 


TAXATION OF MONEYED CAPITAL—THREE 
MontTus’ STATUTE OF LIMITATION FOR 
RECOVERY OF WRONGFUL ASSESSMENT 

—MASSACHUSETTS 


OUR national banks of Boston brought 

suit to recover from the city certain sums 
of money ranging from thirty thousand to 
one and one-half million dollars, represent- 
ing taxes paid under protest. The banks 
claim that the taxes levied under Massachu- 
setts statutes were unconstitutional, on ac- 
count of being hostile to Section 5219 of the 
U. S. Revised Statutes and to the United 
States Constitution. The taxes levied were 
in excess of the levies on moneyed capital 
coming into- competition with national banks 
within the meaning of Section 5219, under 
the provisions of which section national 
bank “ . . . taxation shall not be at a greater 
rate than is assessed upon other moneyed 
capital in the hands of individual citizens 

..” (the rights arose under the statute 
as it above read, before the last amendment). 

The State statute under which the taxes 
were levied provided that any action to re- 
cover taxes paid must be brought within 
three months. And to this suit defendant 
set up that defense in this Federal court by 
way of demurrer. 

The court decided in favor of the City of 
Boston on the demurrer, holding it within 
the province of the State to limit the time 
in which suit for recovery of erroneously 
levied taxes must be brought, and that so 
long as the statute allowed a reasonable time 
to proceed for the recovery, the Federal 
court would not inquire further into the 
matter. Three months was held to be suffi- 
cient time. Fourth Atl. Nat. Bank v. City 
of Boston, U. S. Cir. Ct. of App., decided 
July 15, 1924, not yet reported. 


Surety Company Nor EnrtIit.ep To SEt- 
Orr—Ciaim Acgurrep AFTER IN- 
soLvENcY Not To Be Set-Orr 
—TEXAS. 


company insured a_ bank 
against default of its officers to the 
amount of $25,000, and subsequently thereto 
the president defaulted in a much greater 
sum, rendering the bank insolvent. Prior 
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to the insolvency the surety had also insured 
one of the bank’s depositors against loss on 
its deposits by insolvency of its depositories. 
Thus the surety was rendered liable to the 
receiver of the bank to the extent of $25,000 
—and to the depositor to the extent of its 
deposit in the insolvent, amounting to about 
$23,000, by this single act of insolvency on 
the part of the bank. 

The surety company paid the depositor the 
$23,000, taking in exchange the claim of the 
depositor against the bank. Then the com- 
pany sought to set-off its claim of $23,000 
against the receiver on the $25,000 default 
bond liability, tendering the difference, 
$2,000. 

The receiver brought suit for the $25,000, 
and the surety was not allowed to set off 
this $23,000 claim, as it was one obtained 
against the insolvent subsequent to the in- 
solvency. Furthermore, the two bonds were 
independent of each other, and totaled a 
$48,000 liability. And since the $25,000 
bond running to the bank was assets in the 
hands of the receiver for the benefit of all 
creditors of the insolvent, the surety com- 
pany would have to put in its claim and take 
its place along with other creditors of the 
same class for the $23,000 deposit claim. 
U. S. Fidelity & G. Co. v. Wooldridge, 295 
Fed. 847. 


INTEREST—RULE FOR CASTING INTEREST ON 
PARTIAL PAYMENTS—REAFFIRMED 
York. 


N this case the question at issue was the 

proper method to be employed in com- 
puting interest on sum loaned. The court 
adopted the method of “casting interest” laid 
down in Connecticut v. Jackson, 1 John Ch. 
Rep. 17 in the following words: “The rule 
for casting interest when partial payments 
have been made is to apply the payment in 
the first place to the discharge of the inter- 
est then due. If the payment exceeds the 
interest, the surplus goes toward discharg- 
ing the principal, and the subsequent interest 
is to be computed on the balance of princi- 
pal remaining due. If the payment be less 
than the interest, the surplus of interest 
must not be taken to augment the principal ; 
but interest continues on the former principal 
until the period when the payments, taken 
together, exceed the interest due; and then 
the surplus is to be applied toward discharg- 
ing the principal; and interest is to be com- 
puted as aforesaid.” Woolley v. Johnson, 
205 N. Y. Supp. 180. 


CHECKS—FAILURE TO PRESENT CHECK WITH- 
IN THREE Days HeLp UNREASONABLE 
DeLay, DiscHARGING DRAwER— 
OKLAHOMA, 


Where, at the time a bank check is drawn 
and delivered to the payee, the drawer, on 
account of the precarious condition of the 
bank, gives specific instructions to present 
the check for payment immediately, and 
warns the payee that the risk of loss by de- 
lay must be carried by the payee, failure by 
the payee to present said check for payment 
to the bank within three days thereafter con- 
stitutes unreasonable delay under the circum- 
stances, and the drawer is discharged from 
liability thereon. Sinclair Refining Co. v. 
Keith, 221 Pac. 1003. 


| 
‘ 
~ 
i 


How Federal Reserve System Has 
Affected Correspondent Banks 


By JOSEPH DEMMERY 


Relations Between Country Banks and Their Correspondents 
Not Violently Altered by Operation of the Reserve Act. Small 


Banks Continue to Draw Exchange Drafts and Route Most 
of Their Cash Letters and Collections Through Old Channels. 


HEN the Federal Reserve Act 

was under discussion writers 

expressed anxiety concerning 

possible ill effects of the new 
law on the large correspondent banks. Cer- 
tain bankers, too, were apprehensive of its 
ill effects, for they expected the Federal Re- 
serve banks would take away from them 
their country bank deposits. 

After ten years operation of the Federal 
Reserve banks it is worth while to inquire 
whether or not these fears have materialized. 
Has the status of correspondent banks been 
changed by the Federal Reserve Act? To 
what extent do the member banks use the 
facilities of the Federal Reserve system and 
their correspondent banks? Did the intro- 
duction of the Federal Reserve system cause 
havoc with the business of the correspondent 
banks ? 


Plan of Investigation 


i an endeavor to answer these questions 
and to determine how much the member 
banks continue to use the facilities of their 
correspondent banks and to what extent they 
use the free services offered by the Federal 
Reserve banks, questionnaires were sent to 


five hundred member banks. These banks 
were located throughout the twelve Federal 
Reserve districts. The number sent to each 
district was determined by the ratio of mem- 
ber banks in the district to the total member 
banks in the system; and the proportion of 
member banks in each state of the total 
number of member banks in the district 
was the basis for appor- 
tioning the questionnaires 
of each district to the 
states comprising it. The 
banks were selected from 
large, medium sized and 
small cities in different 
sections of each state, and 
banks with small as well 
as large resources were 
chosen in each type of 
city. Two hundred and 
seventy replies were re- 


Per cent of collection items sent through correspondent banks. 


collection items, exchange drafts, currency, 
loans and discounts, telegraphic transfers 
and United States Treasury business. 


Other Free Services by Reserve 
Banks 


i’ is not intended to infer by limiting the 
discussion to those services rendered by 
both correspondent banks and Federal Re- 
serve banks that the Federal Reserve banks 
are not of great value to the country at 
large. To the government they give valu- 
able services gratis in handling its fiscal 
operations. They render an indirect ser- 
vice free of cost to the 23,000 non-member 
banks in the distribution of currency and 
the speedier collection of checks on most of 
the banks of the country; and, as will be 
shown later, Federal Reserve banks give 
considerable aid to non-member banks 
through their correspondent banks which 
are members of the Federal Reserve System. 

In our interpretation of the following 
data we must also remember that this 
“patriotic” service which the Federal Re- 
serve banks give does not ordinarily en- 
courage member banks to do additional busi- 
ness with them. But the special services 
rendered only by the correspondent banks, 
which are briefly considered later, are in- 
ducements for banks to increase the use of 
their facilities. 

The data gathered for this investigation 
when tabulated appear as in the table on 
this page. 


Relative use made of the Services of 


Federal Reserve Banks and Correspondent Banks by 


(1) 270 member banks. 
(2) 22 member banks located in Federal reserve cities. 
(3) 248 member banks not located in Federal reserve cities. 


It is readily noted that the banks in the 
Federal Reserve cities use the services of 
the Federal Reserve banks to a much greater 
extent than do member banks outside such 
cities. The chief exception is the percentage 
of currency received from the two institu- 
tions. This can be accounted for by the 
fact that many country banks remit cur- 
rency to their correspondents in order to 
replenish their accounts, whereas when they 
desire currency they often want new cur- 
rency and consequently send to the Federal 
Reserve banks for it. 

Included in the banks located in the Fed- 
eral Reserve cities appear the banks in most 
of the larger cities; banks which handle the 
larger quantity of the country’s business 
and thus more accurately portray the pro- 
portion of activities handled by the Federal 
Reserve banks. One Federal Reserve bank 
estimated for the writer that 57 per cent of 
the total incoming cash items come from 
member banks located in the city in which it 
is located, 16 per cent from member banks 
located in other cities of its district and 
the balance received direct from other Fed- 
eral Reserve banks or large member banks 
of other districts which have the direct 
routing privilege. Three other Federal Re-- 
serve banks estimate that 55 per cent, 51 
per cent and 80 per cent respectively of 
their total incoming cash items come from 
member banks located in their respective 
cities. Undoubtedly much of the business 
routed to correspondent banks by the mem- 
ber banks (and non-member banks) not 
located in such cities is 
re-routed through the 
Federal Reserve banks. 
The reasons for this pro- 
cedure will be discussed 
later. 


Data by Districts 


Per cent of cash letters sent through Federal Reserve banks....... 
Per cent of cash letters sent through correspondent banks. . ‘ 


Per cent of drafts drawn on Federal Reserve banks 
Per cent of drafts drawn on correspondent banks ............ 


ceived and, together with 
personal ‘investigation, 
form the basis of the 
present discussion. 


Per cent of currency received from Federal Reserve banks... . 
Per cent of currency received from correspondent banks. . 


Per cent of loans made with Federal Reserve banks ........ 
Per cent of loans made with correspondent banks ...... 


This inquiry covered 
the major activities com- 


Per cent of paper rediscounted with Federal Reserve banks 
Per cent of paper rediscounted with correspondent banks... 


EMBER banks in 

districts No. 1 and 
No. 2 (Boston and New 
York) send more checks 
and other collection items 
directly to the Federal 
Reserve banks than do 
member banks in other 
districts. In the agri- 
cultural sections of the 
country, especially where 


mon to the Federal Re- 
serve banks and corre- 


Per cent of transfers made through Federal Reserve banks. 
Per cent of transfers made through correspondent banks 


the Federal Reserve dis- 
tricts cover a wide ter- 


spondent banks, namely, 
check collections, other 


Per cent of Treasury business sent through Federal Reserve banks ... 
Per cent of Treasurv business sent through correspondent banks . . 
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ritory with few Federal 
Reserve branches to serve 


° 
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WHY BEST TRACTOR PAPER 
IS GOOD 


“WE find that aman buying a BestTractor, 
if he has work enough to keep it going, has 
no trouble in meeting his payments,”a Best 
Tractor dealer writes.“Of all the Best Trac- 
tors we have sold, we have not yet been 
compelled to foreclose on any of them.” 


Best Tractors make money for their owners 
and have high resale value—they are built 


to last. 


C. L. BEST TRACTOR CO. 


General Offices—Factory 
San Leandro, California 


Factory Branch— Warehouse 
St. Louis, Missouri 


Sales Offices: 


San Francisco—127 Montgomery Street 


New York City— 50 Broad Street 


BEST TRACTORS 


166-924 


it, we see that “quasi reserve cities” have 
evolved. In several states the banks route 
nearly all check collections to their corre- 
spondent banks located in such cities and 
these in turn route the checks through the 
Federal Reserve banks for ultimate collec- 
tion. 

As a general rule the larger banks use 
the facilities of the Federal Reserve banks 
more than the smaller banks. The smaller 
banks seem to find it more convenient to 
route most of their cash letters and collec- 
tions and draw their exchange drafts upon 
their correspondents, but they get most of 
their currency and arrange for the larger 
proportion of their loans and rediscounts 
with the Federal Reserve banks. 


Correspondent Bank Services 


: was not designed that the Federal Re- 
serve banks should compete with corre- 
spondent banks in all of their activities. 
Consequently, in our interpretation of the 
foregoing data we must recognize some 
of the special facilities offered by corre- 
spondent banks, which are, of course, ad- 
ditional inducements to member banks to 
do business with them rather than with 
their Federal Reserve banks. 
Correspondent banks will accept items 
drawn on any bank located anywhere, 
whereas the Federal Reserve banks can 
only receive items drawn on member 
banks, non-member clearing banks or non- 


member banks which will remit at par. 

Another valuable service offered by cor- 
respondent banks is the purchase, sale and 
safe-keeping of commercial paper and se- 
curities, without charge. In this purchase 
of commercial paper and securities the 
small banker gets the experience and ob- 
servation of the big banker in selecting 
paper, the privilege of keeping these securi- 
ties in safe keeping with the large city 
bank, and the opportunity for quick sale 
whenever necessity arises. This process, it 
will be noted, has considerable value for 
the correspondent banks. Instead of ad- 
vancing straight loans to their customers, 
which may be inadvisable on account of 
capacity credit already advanced on that 
name, or the scarcity of credit, the city 
bank will purchase its customer’s paper and 
sell it to the country banker. This permits 
the city banker to accommodate his city 
customers with the equivalent of a loan 
and satisfy his country bank customers with 
paper of high yield. 

Correspondent banks also have consider- 
able credit information which they make 
accessible to bank depositors; special de- 
partments for handling foreign drafts and 
foreign branches and trust facilities. 

Another inducement for country banks 
to do business with their correspondents is 
that the rules of a correspondent bank can 
be more flexible than the rules of the Fed- 
eral Reserve banks so that the former can 
advance loans and rediscount paper which 
cannot be acceptable to the latter. But in 
times of stress, when credit is tight and 
relief imperative, the correspondent banks 
often find it necessary to secure aid from 
the Federal Reserve banks. 


Reasons for Current Practice 


HY do member banks send_ their 

check collections to correspondent 
banks when many of them will be re- 
directed through the transit departments 
of Federal Reserve banks for ultimate col- 
lection? 

In remitting cash letters to the Federal 
Reserve banks, checks must be listed on 
separate cash letters, according to their 
availability in order to secure the quickest 
credit for the items. The principle involved 
here, and it is a good one, is that credit 
should not be given for an item until it 
has been collected; but the obvious impos- 
sibility of watching each check has led to 
the adoption of a time schedule. The 
United States is divided into districts or 
zones according to the time necessary for 
items “to reach the place of payment and 
payment reach the nearest Federal Reserve 
bank or branch.” Items may be deposited 
unassorted, but to encourage each member 
bank to sort its own items the longest 
collection time for any of the items in one 
cash letter is applied to all of the items 
inclosed so that failure to sort items into 
the time groups results in time lost and 
consequently credit to the depositing bank 
is delayed. 

Correspondent banks will receive check 
collections listed irrespective of the location 
of drawee banks and give their customers 
immediate credit for them, although inter- 
est upon such deposits is computed only 
from the day on which the funds are avail- 
able. When correspondent banks calculate 
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interest on cash items, deductions are first 
of all made representing the amount of items 
floating, that is the amount for which the 
country bank has received credit but the 
collecting bank, in this case the correspon- 
dent bank, has not received credit. Uglti- 
mately this method has virtually the same 
effect as the one used by the Federal Re- 
serve banks. The operation of the former 
method is probably a little more satisfac- 
tory to the member banks, due to a saving 
of effort in that they are not required to 
do the sorting, but send all remittances, 
including both cash and collection items, 
with one cash letter. Member banks can 
thereby reduce their overhead by routing 
their cash items through their correspon- 
dent banks, which, together with the desire 
to continue amicable relations with them 
is sufficient reason for the practice indi- 
cated in the results of this investigation. 


Using One Channel 


ANY smaller banks think it is bene- 
ficial for them to have all their in- 
coming cash letters come through one chan- 
nel, making necessary but one settlement 
with only one draft each day. Some mem- 
ber banks therefore request their corre- 
spondents to route all cash letters for them 
through the Federal Reserve bank to secure 
this economy of effort. Others no doubt 
prefer to have them come through their 
correspondent banks. © 
Consequently, the function of the corre- 
spondent bank in the Federal Reserve Sys- 
tem, relative to this matter of check col- 
lections, is largely that of an assembling 
place where the items from the smaller 
banks are collected and rerouted through 
the channels of the Federal Reserve banks. 
This indirect routing of check collections 
is open to criticism because the circuitous 
routing of checks is uneconomical. How- 
ever, the saving afforded the small member 
banks in cash letter forms and clerk hire, 
together with the “complete line” of ser- 
vices rendered by the correspondent banks, 
as suggested earlier in this paper, make 
the correspondent banks seem valuable inter- 
mediaries to function as assembling centers. 


Other Collection Items 


ERY few correspondent banks were 

found to reroute collection items 
through the Federal Reserve banks as they 
did cash items. The nature of the items 
usually necessitates considerable personal 
service; and on account of strict attention 
to instructions, with no deviation permitted 
therefrom in case of the Federal Reserve 
banks, the member banks evidently prefer 
to send their collection items through their 
correspondent banks. 

A further reason for the use of corre- 
spondent banks in the handling of collec- 
tion items is that a charge of fifteen cents 
an item is made by the Federal Reserve 
banks for each item returned unpaid, which 
is done to prevent the use of the Federal 
Reserve banks for transmitting dunning 
drafts. No such charge is made by the 
correspondent banks upon its country bank 
depositors. 
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Exchange Drafts 


EDERAL: Reserve exchange drafts 

must be drawn upon the Federal Re- 
serve banks or branch with which the mem- 
ber bank is affiliated. For example: a 
member bank in San Francisco, desiring 
to sell exchange on New York City could 
only sell a draft on its account with the 
Federal Reserve Bank of San Francisco. 
This draft, nevertheless, will be received for 
immediate credit at par, subject to final 
payment, at the Federal Reserve Bank of 
New York. On the date this draft is issued, 
detailed advice of its number and amount 
must be sent by the member bank to its 
Federal Reserve bank and immediately upon 


ATLANTA 
BOSTON 
BUFFALO 
CHICAGO 
CINCINNATI 
CLEVELAND 
DALLAS 
LONDON, ENG. 


40295455 
$98,155,684 


Tue obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 
convenient 
suitable maturities. 


denominations and 


Address Financial Sales Depart- 
ment at any office. 


Executive OFFICES 


224 West 57TH STREET, New York City 


BRANCHES 
DAYTON 
DENVER 
DETROIT 
KANSAS CITY 
LOS ANGELES ST. LOUIS 
MINNEAPOLIS SAN FRANCISCO 
WASHINGTON, D.C. 
TORONTO, CANADA 


NEW YORK 
PHILADELPHIA 
PITTSBURGH 
PORTLAND, ORE. 


receipt of this advice the amount of the 
draft drawn is charged to the account of 
the drawing bank. Similar procedure gov- 
erns the sale of Federal Reserve transfer 
drafts. 

However, if the member bank sold New 
York exchange by drawing on its New 
York correspondent, its account, on which 
it is getting interest, would not be charged 
until the draft was presented through the 
clearing house in New York City. This 
would be at least four or five days later 
and a saving of interest would be achieved. 
Clearing house rules in some cities demand 
that an exchange charge be levied on out 
of town checks or drafts and, if this draft 
were used in cities other than New York, 
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Pall Mall Office 


London 


International Banking 
Service 


bad the financing, protection, and disposition cf 

goods, in the transfer and collection of funds, 
in all the varied steps of foreign trade, our corres- 
pondent banks can be assured of prompt and 
efficient codperation in the use of the facilities 


offered by this Company. 


Our booklet, “Specialized Service 
to Banks,” will be sent on request. 


Guaranty Trust Company 
of New York 


LONDON 


NEW YORK 
LIVERPOOL 


a deduction might be made for exchange 
charges were it not for the fact that many 
of the larger cities have reciprocal agree- 
ments whereby these charges are ignored. 


Shipments of Currency 


N view of the fact that Federal Reserve 

banks pay all costs of shipping currency 
to member banks and absorb the charges 
on all telegrams in connection with ship- 
ments of currency, it is to be expected that 
a large proportion of member banks would 
use this facility. The fact that they still 
obtain some currency from their correspon- 
dent banks is due probably to the difficulty 
in overcoming inertia and the desire to do 
as much business with them as _ possible. 

In spite of the prevailing low rediscount 
rates of the Federal Reserve banks the 
member banks make a fair proportion of 
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loans and rediscount a small amount of 
paper with their correspondent banks. 
Greater leniency in accepting what would 
be ineligible or unacceptable paper to the 
Federal Reserve banks is probably the 
chief reason for this condition. Further- 
more, with surplus funds on hand, it is 
natural that the correspondent banks should 
use all means to get such funds invested at 
a fair rate of return. 


Few Telegraphic Transfers 


HY is the proportion of telegraphic 

transfers made through the Federal 
Reserve banks so small when one considers 
the extensive free service they offer? Here 
again it must be remembered that many 
transfers sent to correspondent banks are 
by them rerouted through the Federal Re- 
serve banks. Telegraphic transfers will be 


accepted from and paid to any member 
bank in the United States, but transfers 
will not be accepted from or paid to non 
member banks, corporations, firms or in 
dividuals. Such transfers, however, may 
be effected through the medium of a mem 
ber bank. 

The rule governing the cost of telegrams 
over this system is: no charges are made 
for them provided the member bank makes 
no transfer charge to its customer; but the 
obvious circumvention to this requirement 
is for the member bank to request its cor- 
respondent bank to make the transfer for it. 


Why Use of Free Services Is 
Limited 

emmy survey of the rules which govern 

the various activities between member 
banks on the one hand, and Federal Reserve 
banks and correspondent banks on the other, 
has indicated several reasons for the pres- 
ent limited use of the free services offered 
by the Federal Reserve banks. In further 
explanation of the data set forth in the 
table, the following factors are worthy of 
notice : 

The member banks in the first and sec- 
ond districts, it was noted, use the check 
collection service of the Federal Reserve 
banks to a greater extent than do member 
banks in other districts. Since it is but a 
short distance from any point within these 
districts to the Federal Reserve banks, and, 
in view of the fact that these banks are 
located in the cities where the member banks 
carry their chief correspondent accounts, 
member banks do not get much quicker 
credit for items sent to the correspondent 
banks than they would if they were sent 
directly to the Federal Reserve banks. 

The larger banks as a group use the facili- 
ties of the Federal Reserve banks more 
than do the smaller banks. This is prob- 
ably due to the stricter attention paid by 
the larger banks to the economies gained 
through the use of the services offered by 
the Federal Reserve banks, or it may be 
due to the fact that the magnitude of their 
operations permits them to take advantage 
of these savings. It has been the experi- 
ence of some Federal Reserve banks that 
the smaller banks ignore the free services 
offered to them. 

A further reason for this practice is that 
member banks desire to continue amicable 
relations with their correspondent banks and 
have difficulty in overcoming the inertia 
which is attendant upon a change in methods 
of doing business. 


No Violent Changes in Corre- 
spondent Bank Relations 


HE Federal Reserve banks have woven 

themselves into our financial organiza- 
tion until they are now an integral part of 
our banking system. They have remedied 
many of the difficulties which arose with 
our widely scattered, individualistic banking 
system. Nevertheless, the introduction of 
the Federal Reserve System has not wrought 
as violent changes in the relationships be- 
tween the country banks and their corre- 
spondent banks as were anticipated previous 
to the enactment of the Federal Reserve 
law. The reserve and central reserve city 
banks have not lost their country bank ac- 
counts because correspondent banks con- 
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tinue to be of considerable aid to the country 
banks. The Federal Reserve banks have in 
fact strengthened our banking system with 
the minimum of disturbance of our original 
financial structure. 

The evidence gathered in this investigation 
tends to show that the smaller member 
banks and those banks located at distant 
points from the Federal Reserve cities con- 
tinue to use the services furnished by 
correspondent banks. But the figures also 
show that the member banks in Federal Re- 
serve Cities and the larger member banks 
make considerable use of the facilities of the 
l‘ederal Reserve banks. These banks, most of 
which are important correspondent banks, act 
as assembling centers for the adjacent coun- 
try banks and reroute a good proportion of 
their cash letters and telegraphic transfers 
through the Federal Reserve banks.  In- 
direct aid is thereby given to most of the 
banks of the country through the mediation 
of the correspondent banks. 


The Mainspring of Gov- 


ernment 


is one point upon which all Presi- 
dential candidates are agreed. They want 
to see a full vote on the part of the Ameri- 
can electorate in the approaching elections, 
and the end of civic slackers. In public 
expression the three nominees have empha- 
sized the necessity of substantial groups of 
citizens taking an active part in the admin- 
istration of public affairs by participating in 
the selection of the public officials who direct 
this administration. 

Surprising as it may seem, only 26,000,000 
out of 54,000,000 eligible voters went to the 
polls to cast their ballots in the Presidential 
election of 1920. Thus in a republic where 
majority rule is regarded as one of the basic 
principles of government it required only 
slightly more than one-fourth of the voters 
to elect the successful candidates. The in- 
difference of the voters was evidenced even 
more strikingly when elections were held in 
1922 in thirty States for the office of Sen- 
ator. In one State just seven per cent of 
the eligible vote was cast for the candidate 
who won a seat in the United States Senate. 
One of the radicals rode into office sup- 
ported by only fifteen per cent of the vote. 

Perhaps the most startling phase of the 
citizenry’s indifference to its responsibilities 
is the growth in the ranks of the laggard 
voters. Steadily since 1890 a smaller per- 
centage has failed to go on record on elec- 
tion days. The drift has become so danger- 
ous to the public interest that large groups, 
adopting the slogan “Vote as You Please 
but Vote!” have joined in a movement to 
make 1924 the year of the big vote. 

The cold figures bespeak the indifference 
of the average citizen. In 1920, when a 
landslide swept Warren G. Harding into 
office, there were 26,786,758 votes cast for 
all of the candidates offering for election. 
The Census records show that 27,635,074 
did not go to the polls. 

Investigators, boring in to find out why 
the people do not vote, estimate that prob- 
ably two-fifths of the laggard votes may be 
laid to pure inertia and indifference. With 
the enfranchisement of the woman the per- 
centage of eligible voters exercising the 
right of suffrage has been lowered some- 
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ICHIGAN always has been an important lumber and 
wood industry State. The value of these products totaled 


Cigar Boxes, Packing Cases, Barrels, Baskets, Trunks, Coffins, 
Mouldings, Patterns, Boats, Furniture, 
Screens, Refrigerators and Wooden Kitchen Utensils are some of 


The Wood and Lumber Industry of Michigan is but another 
of many business reasons why your bank should have the best 
connection obtainable through which it may serve your custom- 
ers efficiently throughout the Great Lakes Region. 


FIRST NATIONAL BANK 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit are under one ownership 
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what for the obvious reason that the women 
have not had as much experience as men in 
politics and because they have not taken as 
much interest in public affairs. The fact 
that nomination in the party primaries that 
precede the general election is equivalent to 
election in virtually nearly all of the South- 
ern States and in some of the rock-ribbed 
Republican States in the North and East 
tends to show a greater indifference than 
actually obtains. However great are the 
mitigating circumstances in the situation, 
nevertheless the indictment for the failure 
to vote is amply justified. 

To the seasoned politician one of the sur- 
prising things about this situation is the 
failure of the well-to-do man to vote. The 


banker is not free from the criticism 
leveled at the successful American for his 
failure to realize what his indifference means. 

“We cannot delegate our responsibility in 
government to some one else,” Walter W. 
Head, President of the American Bankers 
Association, said, in stressing the desir- 
ability for individual interest in public 
affairs. “City councils, State legislatures, 
Congress, and other agencies carry on the 
government—but the mainspring of govern- 
ment is the individual citizen. The main- 
spring may transmit its impulse through 
elected or appointed officials, but the 
mechanism will not operate if the main- 
spring is removed. There is no substitute 
for individual interest in government.” 
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ARTIALLY to meet the unusual 

conditions arising from the present 

abnormal agricultural situation, with 

its lack of foreign markets, high 
freight rates, and lack of a parity 
between the prices of what farmers 
sell and what they buy, the United 
States Department of Agriculture has de- 
voted especial attention during the past year 
to a study of the factors influencing market 
demand in domestic markets, not only as ex- 
pressed in the prices and movements of 
crops, but in consumers’ requirements. As- 
sociated with these investigations are 
studies of selected cities and their surround- 
ing communities to discover sources of the 
city’s supplies and the possibilities of ad- 
justing neighboring production to meet the 
demands of the home-town market. All of 
this work has depended upon local coopera- 
tion and in the case of the smaller towns, 
bankers and business men have often com- 
bined in the request for the service and the 
securing of results. 

In response to requests of many smaller 
towns intensive studies of the needs of the 
towns, and the ability of their surrounding 
country to supply these needs, have been 
made and have met with much local favor. 
Since it has become known that such work 
is under way it has been impossible to fill 
all of the requests for such surveys. Cities 
and communities are chosen for study when 
it is believed that the conditions offer op- 
portunity for their own immediate benefit 
as well as for observations of future value 
to other communities and to the department 
in its work. 


The Case of Altoona 


LTOONA, Pa., offered an excellent op- 
portunity for a study of the extent to 
which local producers are taking advantage 
of a city’s demands for farm products, for 
the area of local supply is clearly defined. 
Altoona is walled in on the west and north- 
west by the Alleghany Mountains, and to the 
south and east the natural boundaries of its 
contributing farm lands are rather evident. 
The distribution facilities of the town, that 
is, the curb market, the two market houses, 
the packing plants, the special and general 
dealers or wholesalers, and the retailers, were 
analyzed. The railroads and highroads 
leading into the city were studied and all 
conditions affecting the hauling of foods 
and farm products were noted. In the 


study of the present and probable future 
demand, the population of the city was 


tion Inseparably Linked. 


‘formation obtained as 


Discovering the Home Market 


BY C. B. SHERMAN 


U.S. Department of Agriculture 


Department of Agriculture Investigates Where Cities Buy Their 
Food Supplies to Show How More Home Products Might Be 
Used. Surveys Show Problems of Production and Transporta- 


For Self-sustained Communities. 


analyzed as to numbers, growth, nature and 
character, countries from which they came, 
dietary habits, nature of employment and 
average income; for all of these things have 
their effect upon the kind and quality of 
food products consumed by a city. 

Next the agricultural production of the 
counties immediately surrounding Altoona 
received attention. More than 250 repre- 
sentative farms were studied closely and, 
by making use of local statistics, gathered 
over a period of years, charts were plotted 
showing price trends, acreage, yields, pro- 
duction and carlot movements for recent 
years. 

The published report that marked the com- 
pletion of this study contain the important 
facts revealed by the study, and pointed out 
the advantages that local producers were 
shown to possess by their proximity to mar- 
ket, a fact that seems self-evident but is 
often not true as a study of freight rates 
will show. . The report stressed the farm 
enterprises in the community that can be 
expanded with profit, and emphasized and 
explained the farm practices that have 
proved most profitable. 


A Boll Weevil Scare 


AYETTEVILLE, N. C., a representative 

coastal plains town, also has a well-de- 
fined tributary farming region, since it is 
located near the ocean. The town has a 
curb market in addition to its other dis- 
tributing facilities. The period of years 
covered in the field work was not long 
enough to permit the work to be classified 
as a thorough economic analysis of agri- 
culture in Cumberland County, but the in- 
a result of the 
reconnaissance will facilitate the correla- 
tion of local production and consumption 
with a view to capitalizing the natural ad- 
vantages of the territory. The advent of the 
boll weevil in this section made the develop- 
ment of supplementary crops advisable. 
This report gives special consideration to 
possible other crops and enterprises. 

State and local authorities joined in this 
study and will give attention to the further 
work of clinching results. Several carloads 
of brood sows were placed within the 
county immediately. The gross agricultural 
income of Cumberland County was some- 
thing less than six million in a big cotton 
year. Of this, $1,050,000 went out of the 
county for the item of meat alone and large 
amounts went out for hay and corn for feed. 
Such expenditures cut into the net income 
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heavily and in years of disastrous crops the 
county suffers. It is a fact that with care- 
ful planning the county can raise almost 
as much cotton as heretofore and still man- 
age to feed itself, too. 

Another study was made at Tulsa, Okla., 
and here the local authorities enlisted the 
further aid of the department in actually 
carrying out some of the recommendations 
made. Tulsa is in the midst of plans for 
a city market and is taking other direct 
steps looking toward improvement in its 
food supply and distribution and it wants 
authoritative help wherever it can be found. 


Profit on Crops Changes 


HARLESTON, W. Va., and its terri- 

tory has been studied closely. The 
data from this study will form the sole 
basis for an extension program conducted 
by state and local authorities throughout 
13 counties in south central West Virginia, 
which will include the encouragement of 
lamb production, market gardening, and the 
raising of dairy standards at the expense of 
beef, poultry, and feed crops. Follow-up 
work will be conducted by state commodity 
specialists. The difference between profits 
on certain crops before and since the war 
proved to be startling. Readjustments have 
not taken place as rapidly as changed con- 
ditions would justify. In some instances 
differences in freight rates have changed 
the case entirely. Potatoes, for example, 
can be produced profitably only for the early 
market, as Michigan has the advantage later 
in the season, in spite of distance. 

Brief preliminary surveys have been made 
on request at Charlotte, N. C., Danville, 
Va., and at Terre Haute, Ind. In most of 
these cases interest centers more particu- 
larly around the city market and requests for 
help came first in the form of requests for 
assistance in establishing or rejuvenating 
the market. Technical advice in planning 
type and size of market facilities is usually 
necessary, since aldermen seldom have had 
opportunity to gain much experience in the 
matter. 

The cities usually welcome the idea of 
making the study a broader one including 
the sources of present and future food sup- 
ply for the market and for the town. This 
supply part of any city-market problem is 
believed by the department to be of vital 
importance. 


The Philippines: Their Economic 


Importance 


By VICENTE VILLAMIN 


America’s Tropical Possessions Have Vast Undeveloped Natural 
Resources. Foreign Trade Substantial and Increasing. Manila 


Is Logical Commercial Distributing Center for America’s Asiatic 
Commerce. Statistical Position of Island’s Trade and Resources. 


6221 miles from San Francisco and 

11,364 miles from New York through 
the Panama Canal. They are a cluster of 
3000 islands, the largest of which, Luzon, 
has the size of the State of Ohio and the 
next largest, Mindanao, is larger than Indi- 
ana. The entire country has an area of 
115,000 square miles, which is only 6500 
square miles smaller than the British Isles, 
and nearly three times as large as the Re- 
public of Cuba. ; 

The Philippines constitute but approxi- 
mately 2 per cent of the world’s tropical 
domain. As only 10 per cent of their arable 
land is under cultivation on account of in- 
adequate capital it is patent that the Amer- 
ican flag waves over but an infinitesimal 
portion of the tropics now engaged in pro- 
duction. This fact is impressive. America 
is by far the largest consumer of tropical 
products. She is dependent on foreign 
sources for rubber, sugar, tea, coffee, silk, 
jute, tin, fibers, vegetable oils, fertilizers 
and others. Some of these articles have 
been the subject of price control, export 
duties, valorization plans and _ restrictions 
on production, all causing the American 
consumer to pay more. As the foreign con- 
sumers of American cotton and other prod- 
ucts are sparing no efforts to produce them 
within their dominion so American economic 
statesmanship should plan and act to relax 
the dependence of America on foreign 
sources for the tropical raw materials that 
can be produced in her jurisdiction. The 
trend of European overseas economic policy 
and tariff discussions reinforces this idea and 
urges its adoption. This does not mean 
economic isolation; it means change in the 
geography of world production and conse- 
quently variation in course and commodities 
of international commerce. 

Here is both an opportunity and a re- 
sponsibility. America and the Philippines 
working together, continuing the free trade 
between them and disclosing to each other 
wherein they can mutually profit, must have 
great beneficial effect on their national econ- 
omy and on their international business posi- 
tion. To America the Philippines offer a 
source of tropical raw materials, an invest- 
ment field, a market for manufactures, a 
commercial distributing center in the Far 
East and a base for the Army and Navy. 
On the other hand, America offers the Phil- 
ippines private capital to develop the natural 


HE Philippines lie 650 miles south- 
east of the continent of Asia, being 


resources, Government moral support and 
military protection, business leadership and 
free markets. No other two countries can 
more effectively and more profitably co- 
ordinate their interests. 


Base of America’s Asiatic 


Trade 


ANILA is the logical base for the 

trade of America in Asia. Hongkong, 
the English base, is 631 miles away; Saigon, 
the French, 907 miles; Batavia, Dutch, 1559 
miles; Kobe, Japanese, 1569 miles; and 
Shanghai, the great commercial port of 
China, 1162 miles. The Philippines have a 
population of 11,500,000 people, but within 
a radius of 1700 miles there are 126,000,000 
people, or 14,000,000 more than the popula- 
tion of the United States, and within a ra- 
dius of 3500 miles there are 800,000,000 
people. 

The six leading countries of Asia—Japan, 
China, Philippines, Netherlands East Indies, 
British Malaya and British India—last year 
registered a total foreign trade of $6,589,- 
000,000, of which $3,467,000,000 represented 
imports and $3,122,000,000 exports, piling up 
a favorable balance of $345,000,000. These 
countries gained $278,000,000 in their trade 
with America and lost to Europe to the ex- 
tent of $198,000,000. Their trade with this 
country aggregated $1,274,000,000, of which 
$776,000,000 was exports and $498,000,000 
imports. With Europe their trade consisted 
of $1,121,000,000 imports and $923,000,000 
exports, totaling $2,044,000,000. A substan- 
tial portion of these European imports is re- 
exported to the United States either in their 
raw state or in partly or wholly manufac- 
tured form. In the last analysis, therefore, 
America is a larger purchaser from the Far 
East than all the European countries put 
together. 

As a seller America has yet much to do 
to capture more trade. To the 350,000,000 
people of the British East Indies she sold 
last year only $40,000,000 worth of goods 
when that country bought $700,000,000 from 
other sources. These figures become signifi- 
cant when it is considered that America 
purchased that year more than $250,000,000 
worth of goods from that region. China’s 
450,000,000 people used American merchan- 
dise valued at $108,500,000, or 24 per cent 
per capita; her total imports had a value of 
$850,000,000. The per capita consumption 
of American manufactures by the 50,000,000 
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of the Netherlands East Indies was only 26 
cents while the consumption of imported 
merchandise was nearly $6 per capita. 
Japan’s trade with America led in value, 
totaling $564,000,000 as compared with her 
trade of $259,000,000 with all the European 
countries combined. The relative importance 
of the Japanese-American trade is gauged 
by the fact that the United States did only 
a trade of $736,000,000 with the entire con- 
tinent of South America. The entire conti- 
nent of Asia, including the six leading coun- 
tries enumerated above, did a trade of 
$1,531,000,000 with the United States, regis- 
tering an excess of exports over imports of 
$508,000,000. Not only actually but also po- 
tentially Asia is a much larger field for 
American business than South America. In 
population, potential consumers, it is 900,- 
000,000 of the former against 50,000,000 of 
the latter. The awakening of Asia to the 
modern age of iron and electricity, of co- 
operation and organization is an economic 
fact of world-wide consequence. 

The Far East is playing not an insignifi- 
cant role in the economic rehabilitation of 
Europe, especially that of Germany. That 
country last year did a trade amounting to 
$241,697,000 with China, Japan, India and 
the Netherlands East Indies as compared 
with a total of $219,411,000 ten years ago 
before the war. It is noteworthy that Ger- 
many’s exports to these countries increased 
30 per cent over the pre-war level. Her 
favorable merchandise trade balance in 1923 
amounted to $42,935,000, which with the in- 
visible items such as shipping income and 
personal and corporate earnings, make up 
an estimated balance of $75,000,000 in favor 
of Germany. The increasing importance of 
the Far East in general to Europe enhances 
the strategic commercial value of the Phil- 
ippines to the United States. 


American Capital in the Far 
East 


F the approximately  $8,000,000,000 

American capital abroad about $600,- 
000,000 is in the Far East. More than half 
of this represents government obligations 
and quasi-municipal bonded obligations. 
British investments in India and Ceylon 
alone are placed at $2,500,000,000, in Japan 
$500,000,000, in China $300,000,000. There 
are also heavy British investments in the 
Federated Malay States, Borneo and the 
Netherlands East Indies. In the last-men- 
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Troy’s New Hotel 


Troy, Too, Needed 
A New Hotel 


And Troy got it! 


Troy, New York, the collar town, is accustomed to big accomplish- 
ments but when the need for more modern hotel facilities became 
acute, the citizens realized they had a problem that could be properly 


solved only by competent specialists, 


So Hockenbury specialists were consulted. Following a comprehen- 
sive hotel survey of the city, a financing program was outlined with 
the result that in one week’s time $868,000 in securities were sold 


to meet an objective of $750,000. 


And Troy gets her new hotel! 


If your town has a hotel need, let us place your name on our com- 
plimentary bankers list “‘B-9" to receive each month a copy of the 


HOTEL FINANCIALIST, 
of community hotel finance. 


toons 


a monthly journal devoted* to the subject 


GheHlockenbury System Incorporaled 


Penn-Harris Trust Bldg., Harrisburg,Penna, === 
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tioned country Dutch investments aggregate 
$700,000,000. American investments in the 
Far East are small in comparison with the 
importance of the commerce between Amer- 
ica and that region. It is noted that with an 
investment of $1,230,000,000 in South Amer- 
ica that continent did only a trade of $736,- 
000,000 with the United States, while the 
Far East with only $600,000,000 of American 
capital investments, of which less than 
$300,000,000 was engaged in private enter- 
prise, had a trade of $1,531,000,000 with this 
country. It stands to reason that increased 
investments of American capital in the Far 
East will mean increased trade. 

The amount of American capital invested 
in the Philippines reaches $200,000,000. More 
than a half of this amount represents bonded 
obligations of the government and quasi- 
municipal corporations. The largest single 
private investment is the Manila Electric 
Company. American investments in the 
sugar industry aggregate $25,000,000, an in- 
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significant amount considering the invest- 
ments in the same industry in Hawaii and 
Cuba. Two American concerns are working 
gold mines. In the coconut oil industry 
there is but little American participation. 
A number of plantations devoted to rubber, 
coconut, hemp and pineapple are owned by 
Americans. Commercial concerns have built 
office buildings, warehouses, factories and 
workshops. 

Philippine Government bonds are floated 
in the United States at'an average rate of 
4% per cent interest per annum, a credit 
standing that is surpassed only by that of 
the United States Government itself. These 
bonds are issued with the authority of the 
United States Congress and are handled 
by the War Department, the Treasury De- 
partment acting as disbursing and transfer- 
ing agent. They are only morally backed 
by the Government of the United States and 
are not its legal obligation. It only pledges 
that since those bonds are floated with its 


authority and with its recognition and aid 
all necessary steps will be taken to protect 
the holders in good faith of those securities 
in any eventuality. The borrowing power 
of the Philippine Government is limited 
by an act of Congress and the Attorney 
General passes on the legality of all bond 
issues before they are offered to the public. 
It may be said here that the United States 
are sovereign in the Philippines. 


Philippine Foreign Commerce 


ties 1923 the foreign trade of the Philip- 
pines totaled $208,552,000, of which $135,- 
400,000, or roughly 64 per cent, was done 
with the United States. The Philippine- 
American trade grew from $5,288,000, repre- 
senting 15 per cent of the total Philippine 
foreign trade, during the first year of Amer- 
ican occupation to $15,000,000 three years 
later in 1902, then increasing to $47,000,000 
in 1912, reaching the highest water-mark in 
1920 with an aggregate of approximately 
$200,000,000, representing 70 per cent of the 
total trade. 

A few examples of the growth of this 
trade are worth mentioning. In 1900 only 
1% per cent of the imported cotton goods 
came from the United States; in 1923 the 
proportion was 59 per cent. During the 
same years iron and steel imports from the 
United States increased from 10 per cent to 
80 per cent; wheat flour, from 25 per cent 
to 77 per cent; mineral oils, from 25 per 
cent to 80 per cent. Among the principal 
imports of the Philippines are cotton goods 
valued at $23,000,000; iron and steel prod- 
ucts, $10,000,000; mineral oils, $6,500,000; 
meat and dairy products, $4,000,000; wheat 
flour, $3,500,000; coal, $3,000,000; drugs 
and chemicals, $2,000,000; fish products, 
$2,000,000; electrical goods, $2,000,000; paper 
products and books, $2,000,000; leather 
goods, $1,800,000; tobacco products, $1,500,- 
000; cement, $1,000,000. The per capita 
consumption of American goods in 1923 was 
$4.37. The entire foreign trade was $17.21 
per capita. That the Philippines are still 
on the threshold of their foreign trade de- 
velopment is shown that while in 1922 (the 
year that offers the latest available compara- 
tive figures) the Philippines exported only 
$8.66 per capita; Japan registered $13.59; the 
United States $33.94; France $42.67; Aus- 
tralia $79.81, and Cuba $95.94. With the 
exception of Cuba the Philippines are more 
dependent on foreign trade comparatively 
speaking than any of the countries men- 
tioned. With three times the area of Cuba, 
four times the population and _ infinitely 
vaster and more divers natural resources the 
Philippines are capable of developing a for- 
eign trade of $1,000,000,000 a year. 


Exports and Natural Resources 


CCORDING to last year’s customs re- 

turns the Philippines exported a total 
of $120,750,000, as compared with $95,580,- 
000 during the preceding year. American 
vessels carried $62,700,000 of the 1923 ex- 
ports against the next largest carrier, the 
British, with $36,000,000. Of the total trade 
of $208,562,000 the American vessels carried 
$95,278,000 worth, the British, $74,000,000, 
the Dutch, $8,700,000, and the Japanese $7- 
800,000. Among the leading exports were: 
cane sugar valued at $35,000,000, hemp $25,- 
000,000, copra (dried coconut) $19,000,000, 
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coconut oil $14,000,000, tobacco products 
$10,500,000, hand-made embroideries $6,- 
370,000, maguey fiber $2,000,000, gold bullion 
$1,600,000, hardwoods $1,500,000, copra meal 
$800,000, cordage $750,000, shells and manu- 
factures $300,000, gums $150,000. With the 
development of the rubber industry the ex- 
ports of the country will be greatly in- 
creased. American capital is preparing to 
go to the Philippines and grow rubber under 
the American flag. Last year the United 
States imported $175,000,000 worth of crude 
rubber, of which $160,000,000 worth came 
directly or indirectly from the British and 
Dutch possessions in the Far East. The 
Philippines can produce all the rubber that 
America needs. The people of that country 
are willing that American capital should de- 
velop the rubber industry there. 

The Philippines have important minerals, 
the leading ones being gold and iron. Iron- 
mining is in its infancy. There are impor- 
tant deposits of coal, cement, asphalt, asbes- 
tos and salt. Mineral oil is known to exist, 
American companies have already sunk 
wells, but the results are yet inconclusive 
from the standpoint of quantity. More than 
60,000 square miles of the area of the coun- 
try are covered with forests of hardwoods. 
There are gums, resins, copals and other 
forest products in abundance. The tree that 
produces chicle abounds. There are plants 
yielding drugs. The cultivation of the chin- 
cona from which quinine is derived is a pos- 
sibility. Materials now going to waste for 
mats, carpets, bamboo shades, rattan furni- 
tures and others are plentiful. A study of 
the United States tariff law will reveal new 
and profitable industries which can be de- 
veloped in the Philippines. 

Only a small part of the sugar acreage 
is under cultivation on account of lack of 
capital; the Philippines can substantially 
increase its sugar production easily, contrib- 
uting 1,000,000 tons a year to the world’s 
yearly consumption of 20,000,000 tons. The 
Philippines can supply the bulk of the $75,- 
000,000 worth of tobacco products a year 
which America imports paying an average 
of $1.90 a pound duty for leaf tobacco and 
$4.50 a pound plus 20 per cent ad valorem 
for cigars. The greater part of the tobacco 
lands in that country which are traversed 
by a big stream overflowing its banks pe- 
riodically is still idle. The Filipino tobacco 
farmer is saved at least $100 an acre on fer- 
tilizer as he needs none. America alone 
uses $50,000,000 worth of coconut oil; the 
international trade on this material is esti- 
mated at $100,000,000. The Philippines are 
in a position to triple its present production 
which is valued at $20,000,000. On hemp 
that country has a natural monopoly. In 
the diversification of its uses lies the future 
of the hemp industry. Already, besides the 
cordage industry, the paper, clothing and 
hat industries are using increasing quantities 
of hemp. Two home industries, the hand- 
made embroidery and straw hats, bring an 
export value of $10,000,000 a year. The 
future of the embroidery industry is limit- 
less. America alone can absorb $25,000,000 
worth a year easily. The making of furni- 
ture out of Philippine woods should be a 
source of income for the Philippines. The 
greatest asset of the Philippines is their 
people with their native industry, loyalty, 
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patrons until today they number more than 106,000. The proof 
wth. We solicit new business from 
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respect for authority and good and cheerful 
nature. 

The Philippines and the United States 
standing together and working hand in hand 
can be of immense value to each other in 
many and divers ways. The Philippines are 
America’s commercial and military outpost 
in the Orient and America is the Philip- 
pines’ economic mainstay and political pro- 
tector. 


1924 Crops 
(Continued from page 149) 


fat years, and we need not expect that 
there will be continued failures in the sec- 


Responsible service to its trade territory, to the State, and to 
the Nation—that is the foundation on which St. Louis has built 
industrial prominence. Responsible service to the same terri- 
tory, State and Nation, and to the citizens of St. Louis— that is 
the foundation on which the Mercantile Trust Company has 
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tions of the world that failed to produce 
this year and make the demand for our 
bounteous harvest. And from it all I am 
sure there will be no wild orgy of money- 
spending in our district, but rather this year 
will lay the foundation for a more conser- 
vative business conduct and a more sub- 
stantial prosperity than we have known for 
several years. 

It will naturally follow that every legiti- 
mate line of business will be better over the 
entire district for the coming year. Good 
business will make a better demand for 
money; a better demand will stabilize in- 
terest rates, and better bank earnings will 
be the consequence. 
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connection where a personal interest 
will be taken in their transactions 
we offer a service the efficiency and 
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A Chancellor’s Alleged Forging 
of Assignats 


HETHER a fact or a tradition, 

the story of the forging of some 

millions of French assignats by 

the English government toward 

the close of the eighteenth century is one 

of the most unique bits of the history of 

paper money. It is alleged that the Minister 

Pitt caused the printing and issuance of the 

counterfeit assignats as an act of war and 

that the spurious issue produced the effect 
intended. 

In a résumé of the various articles on the 

subject given in the Newcastle (England) 


Chronicle of April 14, 1894, there was in- 
cluded the following from “A Century of 
Banking in Dundee,” by C. W. Boase: 
“These securities, granted by the conven- 
tion of states to the French patriots who 
lent their money for the promotion of the 
cause of freedom (as it was called) had 
by this time fallen into a state of great 
depreciation; those in that country who had 
money to invest sent large sums across to 
this country for security’s sake. These as- 
signats, bearing 4 per cent interest, began 
to be issued in 1790, and their depreciation 


commenced the same year in June. In June, 
1791, they were worth only 2s. 3d., their 
nominal value. On 11th April, 1793, the 
convention decreed six years’ imprisonment 
in chains to whoever bought or sold assig- 
nats below their professed value, or who 
made a difference in the price of goods 
according as they were to be paid for in 
specie or in paper. But, in spite of this, the 
depreciation went on; in June that year they 
were worth only one-third, and in August 
one-sixth, of their professed value. In Jan- 
uary, 1796, they could be bought for one- 
thousandth part of their nominal value, the 
amount that had been so issued being so 
enormous, viz., £3,500,000,000. 


Told the Story in Court 


ad i HAT forged French assignats were 
printed in England during the French 
Revolution is no mere tradition,” according 
to the Newcastle Supplement, “but an histori- 
cal fact; the more the pity, for, though 
everything is supposed to be fair in love and 
war, the stratagem was not a very creditable 
one to those concerned in it. The forgeries, 
it is said, were made at the instance of the 
government of Mr. Pitt. Cobbett, in his 
‘Paper Against Gold,’ quotes the following 
law case from ‘Espinasse’s Reports,’ Mich. 
Term, 36 Geo. III, 1795; ‘Strongitharm 
against Lakyn. Case on a Promissory Note. 
Mingay and Marryatt for the plaintiff; Er- 
skine and Law for the defendant. The ac- 
ceptance and indorsement having been 
proved, Erskine, for the defendant, stated 
his defence to be that the note was given 
for the purpose of paying the plaintiff, an 
engraver, for the engraving of copper plates 
upon which French assignats were to be 
forged, and contended that, as the consid- 
eration of the note was a fraud, it contami- 
nated the whole transaction, and rendered 
the note not recoverable by law. Caslon, an 
endorser of the note, called as a witness, 
proved that the defendant, having it in con- 
templation to strike off impressions of a 
considerable quantity of assignats to be is- 
sued abroad, applied to him for the pur- 
pose of recommending an engraver, repre- 
senting to him that they were for the Duke 
of York’s army. He applied to Strongitharm, 
who at first declined the business totally, but, 
being assured by the witness that it was sanc- 
tioned by government, at length undertook 
the work.’ This is, perhaps as much as it is 
essential to quote, unless we add to it one 
significant sentence from Lord Kenyon’s 
summing up: ‘Whether the issuing of 
these assignats, for the purpose of distress- 
ing the enemy, was lawful in carrying on 
the war, he was not prepared to say.’ 


Assigned Security 


66 A NOTHER authority whom it will 

be well to quote from at some 
length, seeing that he gives not only the 
raison d’étre of the forgery, but explains 
in his usual lucid way the precise meaning 
of the word ‘assignat,’ is Thomas Double- 
day, who in his ‘Financial History of Eng- 
land’ tells us: ‘The grand reliance of the 
minister (Pitt) was upon the notoriously 
desperate state of the French finances and 
the consequent destitute condition .of their 
armies, if armies they could be called, which 
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R. B Clark, President Mississippi Bankers 
Association 


consisted of hasty levies of undisciplined 
volunteers, unprovided with the commonest 
necessaries for a campaign, and marching in 
the snow destitute of shoes and stockings. 
The truth certainly was that, in the judg- 
ment of all men, the money affairs of the 
French convention were, at that period, 
quite desperate. Finding it impossible amidst 
the vicissitudes of the times to collect any 
efficient amount of taxes in metallic or real 
money, the revolutionary government, after 
the seizure of the property of the church 
and the emigrant noblesse, issued a paper 
money secured upon these now ‘national do- 
mains,’ and styled ‘assignats,’ because to the 
holders of this paper was assigned a certain 
lien upon these immense estates. This, ab- 
stractly considered, forms a better security 
for a paper currency than the world had 
ever before, or has ever since, seen, without 
any exception whatsoever, but when the Aus- 
trian and Prussian veterans prepared to 
cross the French frontiers, even this security 
began to lose its credit rapidly; and when 
England at length joined the ill-omened 
confederation, that decline was vastly ac- 
celerated. In the meantime the necessity 
of increased preparation, and the rise in 
prices which the increased issue and grow- 
ing depreciation of the paper caused, hur- 
ried on the whole toward the final catas- 
trophe of panic and total discredit, which 
Pitt at last contrived to render complete. 


Pre-determined Discredit 


saat ony he joined the war, Pitt had 
pre-determined to complete the dis- 
credit of the assignats by forging and dis- 
tributing the forgeries over France; which 
he did. The consequence was that the 
assignats became ‘waste paper,’ and they may 
to this hour (1847) be seen pasted against 
the walls of cottages in France, as memo- 
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This 
act of Pitt has been confidently denied; and 


rials of the time when they fell. 


it has been asserted that, if done, it was 
not with the knowledge of the heads of 
the government. Both denial and assertion 
are, however, false. In consequence of a 
fraudulent dishonor of a bill of exchange, 
the whole was divulged in a court of law; 
and the paper of which the forgeries were 
made is now known to have been manu- 
factured by direct order of government, at 
Langley Paper Mills, situated near the city 
of Durham, a site chosen, probably, for this 
purpose on account of its remoteness from 
the seat of government, and indeed the 
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whole transaction was worthy of the genius 
of the minister who was singularly destitute 
of military notions, excepting in so far as 
they were intertwined with the grand ques- 
tion of ‘ways and means.’ The blowing up 


of the French currency of ‘assignats’ was 
the first and last of Mr. Pitt’s triumphs.” 
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What the Agricultural Credit 


Corporation Has Done 


By J. R. HOWARD 


Former President, American Farm Bureau Federation 


Aid Extended to 214 Banks by the $10,000,000 Corporation 
Set Up by Private Capital to Help in Financial Stringency in 


West. 


Closed Bank Followed. 


HE Agricultural Credit Corporation 

was organized in February, 1924, 

upon the request of President Cool- 

idge. The President fully realizes 
the distress of the Northwest farmers and 
saw no political or legislative relief forth- 
coming that was fundamentally sound. The 
bankers and business interests of the coun- 
try responded quickly to the request of the 
President. New York City, Boston, Hart- 
ford, Philadelphia, Cleveland, Chicago, 
Minneapolis and St. Paul, and many other 
cities, oversubscribed their quota of the 
$10,000,000 capital stock and the .organiza- 
tion was perfected in February under the 
Delaware law. The charter granted was 
most liberal, giving the corporation power 
to enter practically every field of agricul- 
tural financing. The board of directors 
selected represent banking, industry, trans- 
portation and agriculture. Mr. C. T. Jaffray, 
of Minneapolis, who had just succeeded to 
the presidency of the Soo Line of railroads, 
following many years’ service as president 
of the First National Bank of Minneapolis, 
was made chairman of the board and of 
the executive committee. 

Offices were established at Minneapolis 
and a working force organized with such 
dispatch that applications for loans were 
actually being acted upon before the end 
of March. 

With the slight exception of some emer- 
gency assistance in Iowa the work of the 
Credit Corporation was confined to Minne- 
sota, the Dakotas and Montana. A vice- 
president was placed in charge of the work 
in each of these states, with necessary field 
men. 


The Early Problems 


NE of the first problems confronting 
the Corporation was to determine 
where and in what manner the greatest re- 
lief could be afforded within the shortest 
time and with minimum risk. It very soon 
became evident that probably the largest 
results could be accomplished by working 
through the banks of this territory, many 
of which were in distressed condition. Ap- 
plications from banks came in by the hun- 
dreds. Each application was investigated 
and considered first by the active officers 
of the corporation and afterward by a com- 
mittee of the executive committee. 
Conditions varied so widely in these local 


institutions that no set rule of procedure or 
of granting assistance could be laid down. 
In general the policy laid down was to main- 
tain as far as possible banking facilities 
within reach of every community and to 
assist only such institutions as could not 
possibly survive by aid of the Corporation. 
I refrain from mentioning specific cases 
where aid was granted because every case 
was a specific one and it would be both in- 
advisable and impossible to go into detail. 


What It Has Done 


HE statement of the Corporation at the 

close of business July 31, 1924, showed 
that advances had been made to nine banks 
in Iowa, 13 in Minnesota, 25 in Montana, 
106 in North Dakota, 61 in South Dakota, 
totaling 214. Of these 214 banks which were 
saved from liquidation, only three were 
compelled to close their doors following 
the assistance given them by the Agricul- 
tural Credit Corporation. The total de- 
posits of these banks approximated $50,- 
065,000, which was protected for the de- 
positors. The larger amount of this money 
was farmer deposits. Not only were these 
deposits protected but confidence in the gen- 
eral banking situation of the various com- 
munities was very much strengthened. 

One of the first things the Corporation 
did, outside the banking field, was to con- 
sider the purchase of delinquent tax re- 
ceipts. It was thought at the start that 
this would open up a very important field 
of functioning, but upon investigation it 
was found that there were certain local and 
legal obstacles. However, farmers’ tax 
receipts amounting to more than $44,000 
were purchased by the corporation. 


New Varieties of Wheat 


NEW variety of wheat with more rust 
resistance than ordinary varieties of 
grain in this locality had been developed 
during the past two or three years by the 
North Dakota Agricultural College. It 
was highly desirable to get this improved 
seed into the hands of the farmers and 
financing was provided by the Agricultural 
Credit Corporation through eight loans ag- 
gregating $40,000 to companies handling this 
seed. Seventy other seed loans were made, 
totaling $13,615. 
While payment of delinquent taxes and 
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Policy to Assist Going Bank Rather Than to Revive 
Start Made to Help Small Farmer. 


seed purchases are in reality agricultural 
relief measures, the officers of the Agricul- 
tural Credit Corporation have evinced a 
real desire to accomplish something which, 
while affording temporary relief, would 
likewise be of permanent benefit. It is well 
known that North Dakota, in particular, is 
largely a one-crop State, wheat furnishing 
60 per cent of the cash farm income. The 
last census reports showed more than 
24,000 farms without a single milk cow. 
Yet North Dakota has exceedingly nutritious 
native grass and no. State excels it in pos- 
sibilities of alfalfa and sweet clover pro- 
duction. 


Live Stock Division Organized 


IVERSIFICATION, through combina- 

tion of crop and livestock, is the best 
means of effecting equitable labor distribu- 
tion throughout the year, and at the same 
time bringing in a more regular income and 
conserving soil fertility. Livestock produc- 
tion, however, is a process covering a con- 
siderable period of time, necessitating a ma- 
terial capital investment. In order to aid in 
this the Credit Corporation, at a meeting 
of its executive committee in May, author- 
ized the officers of the Corporation to or- 
ganize a livestock division appropriating up 
to $1,000,000 credit as a beginning in this 
work. 

It was very evident that in order to prop- 
erly protect the investments of the Corpo- 
ration both in selection of risk and in keep- 
ing track of the security chattels, that these 
loans must be made only to such farmers 
as have both resources and adaptability for 
taking care of the particular kind of live- 
stock selected, and, further, there must be 
a concentration of a number of livestock 
loans in one community or county if the 
best results were to be obtained. Thirty-one 
counties in which the county agent work had 
been well organized were selected as pre- 
liminary territory. Communities were 
sought out in which a material number of 
farmers desired to take up dairying and 
were willing to form cow testing associa- 
tions, pure bred sire associations, all ac- 
cepting the same breed of cattle in order 
that they could be uniformly established. 

Committees passed upon the general 
standing and desirability of the various ap- 
plicants. An agent was appointed to locate 
the best sources of dairy cattle supplies; 
only tubercular tested stock from well- 
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established herds was approved. At this 
writing 988 cows have been sent into the 
territory under direction of the Agricultural 
Credit Corporation, and applications are 
pending for the purchase of some 5000 
more. These loans are made to the farmer 
on the security of the cows and their off- 
spring which are furnished to him at cost. 
The notes run for a term of five years at 
6 per cent interest, with the provision that 
10 per cent of the principal is to be retired 
during the first year and 20 per cent each 
succeeding year. 

There is a feeling in many parts of this 
territory that sheep would be, in the long 
run, a better investment than dairy cows, 
and the matter of furnishing breeding ewes 
during the present summer and fall is being 
given earnest consideration. 


Attitude of Farmer 


HE writer of this article was given a 

place upon the directorate of the Credit 
Corporation as representative of the agri- 
cultural interests. In the beginning there 
was much doubt in the minds of the farm- 
ers regarding the motives behind the or- 
ganization of the Agricultural Credit Cor- 
poration, also as to what it might be able 
to accomplish. Many letters indicating sus- 
picion were received. During a recent trip 
through North Dakota and Minnesota I find 
sentiment regarding the Corporation ma- 
terially changed. The farmers were appre- 
ciative of the fact that their deposits in 
many instances had been safeguarded and 
that new and productive capital had been 
brought into the various communities. 

They have become thoroughly aware of 
the fact that the Credit Corporation was not 
organized to advance money to the local 
bank in order to enable it to meet its obli- 
gations with the Federal Reserve, or War 
Finance Corporation, or city corresponding 
bank, but that the Agricultural Credit Cor- 
poration was only interested in capital for 
local productive purposes and that its officers 
and stockholders sincerely desired to do 
all in their power to aid a distressed situa- 
tion. 

With the advance in agricultural prices 
and the general confidence which is being 
restored with the news rays of prosperity, 
it would appear probable that the urgent 
need for the Corporation may soon pass. 
Those of us who have been on the debit 
side of the agricultural credit ledger most 
of our lives believe that an organization 
operating on the general lines of the Credit 
Corporation may be found to be permanently 
useful. However, whatever the future de- 
velopments may be, there is no doubt but 
that the plan of the Agricultural Credit 
Corporation was well conceived and that it 
has served a most useful purpose. 


A Workable Plan 


-_ extensive outline of the Corporation’ s 
activities was contained in the first 
lengthy report made on its behalf about the 
middle of August. 

“The general depression following the 
1919-20 boom, while affecting practically the 
entire country, had more marked effects in 
certain territories, due to the conditions 
prevailing in such territories,” the statement 
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set forth. “One of the territories most 
seriously affected was the so-called North- 
west, comprising in part Minnesota, North 
and South Dakota and Montana. The dis- 
cussions of the conditions in this great ter- 
ritory brought forth many plans which on 
paper were workable, but which in practi- 
cally every instance had serious drawbacks 
in so far as actual operation was concerned, 
and most of the schemes suggested were 
valueless, if not positively dangerous, had 
they been carried out to the extent desired 
by their sponsors. 

“With the realization that, in all proba- 
bility, there could.be no safe legislation 
passed which would afford sound assistance, 
President Coolidge suggested that a private 
corporation of considerable financial strength 
be organized with a view to getting under 
way in the shortest possible time and ren- 
dering practical aid where possible to those 
who not only needed assistance but who, 
with the assistance that might possibly be 
rendered, could work out and be in a posi- 
tion to reap the benefits of the better general 
times which were sure to follow the depres- 
sion. 

“A meeting was therefore called at the 
request of President Coolidge, at which 
meeting Secretary Hoover and other repre- 
sentatives of the Administration at Wash- 
ington were present, together with repre- 
sentatives of some of the larger financial 
and general business interests of the coun- 
try, including farming, and a plan was 
adopted for the organization of the Agri- 
cultural Credit Corporation with an author- 
ized capital of $10,000,000. In order to con- 
veniently handle the financing and operation 
of the proposed corporation, it was decided 
to incorporate the Agricultural Securities 
Corporation, which is known as the ‘Holding 
company,’ and the Agricultural Credit Cor- 
poration, which is known as the ‘Operating 
company,’ both corporations being organized 
under the laws of the State of Delaware. 
At this meeting there were volunteers for 
the purpose of raising the $10,000,000 of 
capital suggested, and outstanding men in 
the larger cities between Minneapolis and 
Boston proceeded at once to cover their 
quotas for the required amount. 


Little Possibility of Profit 


667T was understood that the operation oi 
these corporations would have little, 
if any, possibility of profit, and therefore 
it was decided that the subscribers to the 
capital should be asked to take income bonds 
of the Securities Corporation, which bonds 
would be secured by the assets of the operat- 
ing company, consisting principally of loans 
made. The charters of the two corporations 
are very broad in their powers and are in- 
tended to cover every kind of lending opera- 
tion. In order to make the aid rendered 
more effective, it was decided that the in- 
terest rate to be charged by the corporation 
should be 6 per cent, which is generally con- 
ceded to be a low rate in the territory of 
operations. As no commissions or lending 
charges are made, it will readily be seen 
that the investment return to the subscribers, 
after operating expenses and _ inevitable 
losses are deducted, will at best be very 
small. 
Due partly to the prompt and generous 
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subscriptions, several erroneous and im- 
proper ideas were formed, one being 
that the subscribers to the capital of the 
Corporation did not expect to get back their 
money, and that therefore the Corporation 
would grant loans secured by doubtful and 
worthless assets, and that the only condition 
necessary to obtaining a loan was need on 
the part of the applicant. Another erroneous 
idea was formed that the Corporation was 
a Government agency, allied possibly with 
the War Finance Corporation, Federal Re- 
serve Bank, Federal Land Bank or Inter- 
mediate Credit Corporation. The reason 
for this latter idea was, in all probability, 
the activity of those in authority in Wash- 
ington in the suggestion and promotion of 
the Corporation. The capital was all sub- 
scribed, however, by private interests and 
the Corporation is directed and officered by 
business interests, without regard to politi- 
cal influences. There are 438 subscribers, 
ranging in amount from $200 upward. The 
list includes some of the largest and best 
known financial, industrial and service con- 
cerns in the United States, besides indi- 
viduals. The subscription list throughout 
comprises the highest type of American busi- 
ness interests, centering in and around 
Minneapolis, St. Paul, Duluth, Milwaukee, 
Chicago, Detroit, Cleveland, Pittsburgh, 
Philadelphia, New York, Hartford and Bos- 
ton. 

“The board of directors represents a num- 
ber of lines of commercial life and includes 
railroads, manufacturing, insurance, banking 
and farming, the majority of the board being 
from the Central and Middle West States. 
As there was no business precedent which 
could be used as a guide for the operation 
of the Corporation, the board of directors 
did not attempt to outline any policies. It 
was understood that the Corporation had 
entered upon a difficult task and that the 
policies would have to be developed to meet 
the conditions which might be found. It 
was recognized that for this Corporation to 
attempt to deal with individual cases would 
result in a small amount of general good for 
the time, energy and money expended. 


Checking Bank Closures 


66 HE conditions existing in the territory 

had thrown upon the banks excessive 
burdens which had resulted in the closing 
of a very large number of banks, some of 
which were without question basically sound, 
and it was known to be a fact that a con- 
siderable number of other banks were in 
danger of closing, some of which should and 
could be saved by a reasonable amount of 
timely assistance. It was therefore decided 
that, regardless of the condition of some 
individuals in the territory who had need 
and who might be able to work out with 
some assistance, it would be an almost im- 
possible task to select such people among 
the many thousands who might apply for 
aid, if an individual aid policy was an- 
nounced. The saving of a bank to a com- 
munity renders direct financial aid not only 
to the depositors of the community and 
the stockholders of the bank, but it permits 
the normal functioning of business in the 
community and the confident application of 
the community to its regular pursuits. It 
was recognized that the closing of a bank 


destroys the confidence in areas far beyond 
the territory served by that bank. The 
checking of bank closings was deemed to 
be the best field of operation for the corpo- 
ration, as a comparatively small but efficient 
organization could be assembled quickly and 
thereby safeguard the interests of a large 
number of people whose financial condition 
was such as to mark them almost auto- 
matically as among those who had the best 
chance to work out of their difficulties. 

“Temporary offices were opened Feb. 26. 
An officer was selected and placed in charge 
of each of the four States, and applications 
were received and considered before the 
formal papers necessary to the organization 
and operation of the corporation could be 
prepared. The first loan was completed and 
made on March 20. The corporation has, 
therefore, at this time been in active opera- 
tion just under four months. Up to the 
middle of July loans and investments total- 
ing over $4,000,000 have been made, affecting 
more than 200 banks, as follows: 


Minnesota, 12 banks............. $404,000 
North Dakota, 98 banks.......... 1,242,000 
South Dakota, 61 banks.......... 1,547,000 
Montana, 25 banks............... 886,000 
Special outside cases, 9 banks..... 178,000 


“The deposits in the banks aided show as 
follows: 


5,636,000 
North Dakota................... 14,610,000 
Sottth Dakota. 17,404,000 


a total of approximately 45,000,000. The 
safeguarding of these deposits has unques- 
tionably been of direct benefit to many thou- 
sands of individuals, a very large percentage 
of whom are engaged in agriculture, live- 
stock raising, dairying and businesses de- 
pendent thereon. In a great many cases the 
loans made by this corporation have been 
the means of saving the investment in the 
financial institutions of the very people who 
can be counted upon to do the most in 
bringing back values and promoting the 
profitable conduct of business in their re- 
spective communities. 


On Business Basis 


66 HILE there have been some most 

unreasonable and unfair requests 
and demands upon the corporation, it is 
gratifying to be able to report that in the 
main those who have applied to the corpo- 
ration for assistance have done so on a 
proper business basis and there have been 
numerous instances of the most generous 
and loyal support of the local institution by 
the stockholders, which proved that confi- 
dence of the depositors in those responsible 
for the bank was well merited. 

“When the formation of the corporation 
was announced publicly, there was wide- 
spread comment as to what the corporation 
would accomplish. All of this publicity 
originated outside of the offices of the cor- 
poration. This excessive and unauthorized 
publicity led to great expectations on the 
part of the public interested, and there was 
some impatience exhibited at what appeared 
to be the slowness of the operation of the 
corporation, and some doubt expressed as 
to its ability to accomplish anything worth 
while. 
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“The nature of the work performed made 
it most inadvisable to publicly announce 
from time to time that aid had been ren- 
dered to this or that bank, and as a consid- 
erable amount of time is necessary to prop- 
erly prepare a loan or advance, it was sev- 
eral weeks before any substantial number 
of banks could be aided. It has been found 
that localities vary in viewpoint very widely ; 
for instance, regarding a bank which is 
aided by the corporation. In some localities 
the local bank officials have deemed it wise 
to publicly state that they have received 
substantial aid from the Agricultural Credit 
Corporation, which aid has put their bank 
in a sound condition, and the result in such 
cases has been an increase of confidence in 
their institution, and in may cases increase 
of deposits has been reported to the corpo- 
ration. In other cases the bank officers have 
deemed it unwise for attention to be called 
to the fact that their bank had needed assist- 
ance. The corporation has therefore not 
attempted to give out any information re- 
garding the individual cases which have 
been handled by it, which aid has unques- 
tionably saved the depositors from having 
their funds tied up, if not subjected to actual 
loss.” 


Benefiting the Community 


66 O discrimination has been practised 

as between States or sections of 
States, nor has any attention been paid to 
whether the bank was operating under a 
State or national charter. The territory 
served has, to a certain extent, used the 
Twin Cities as a reserve center, but no spe- 
cial attention has been paid in the considera- 
tion of loan applications, as to the corre- 
spondent bank connections of the applicant. 
One of the first principles laid down by the 
directors and officers of the corporation was 
that the aid rendered by the corporation 
should be so handled as to benefit the com- 
munity, and not used to pay off other 
creditors, such as large city correspondent 
banks, Federal Reserve Bank, War Finance 
Corporation or any other existing agencies 
which were able to carry whatever loans 
they might have. The closest cooperation 
has been solicited and given between this 
corporation and these various other agencies, 
with a view to rendering the greatest pos- 
sible aid as a whole to this territory. The 
various banking departments operating in 
the States have worked with the corpora- 
tion, and have rendered great assistance to 
the corporation in the selection of banks to 
be aided as well as working out details of 
reorganization and reopening of closed 
banks. The corporation has assisted in re- 
opening nine banks, which is not a large 
number considering the number which have 
been closed within the last two years. It 
has preferred to assist the going bank rather 
than to revive a closed bank, which, if re- 
vived, would only add to the difficulties of 
the territory later by bringing on unbusiness- 
like competition in the struggle for sufficient 
business on which to exist. 

“The several State banking departments 
and the Comptroller’s office at Washington 
recognize the part played by the excessive 
number of banks in this territory. While 
notwa cause for the general troubles of the 
territory, these banks did, however, add to 
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OR three generations the National Shawmut Bank 

has been a constructive force in the financial, com- 
mercial and industrial growth of New England. It is 
also one of the largest financial institutions in the East. 
Connections with institutions of the highest standing 
in all large cities of this country and abroad. 


THE NATIONAL 


SHAWMUT BANK 


40 Water Street, Boston 


OLD FRIENDS ARE BEST 


HEN you think of Buffalo think of the 

‘*Old Marine” which has served its cor- 
respondents faithfully and with diligence for 
seventy-four years. 


MARINE TRUST COMPANY 


of BUFFALO 


Capital and Surplus $20,000,000.00 


NEMO IN PATRIA SUA PROPHETA EST 
NADIE ES ALCALDE EN SU PUEBLO 


So run the old Latin and Spanish sayings meaning that our abilities 
are never fully recognized in our own country. Like all proverbs 
there is one general exception which proves the accepted rule, and 
that is the Banking Business, where intimate knowledge of the people 
and country is a prerequisite to success. 

The secret of our successful handling of collections is the fact that 
we know drawees intimately and are therefore in a unique position 
to safeguard your interests. 


BANCO DE PONCE 


PONCE, PORTO RICO 
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. Objections to a Managed Currency 


BY CHARLES E. LYON 


American Trade Commissioner, London 


In London the Principal One Is That Events Are So Shaping 
Themselves That the Re-establishment of the Gold Standard 
Will Come Automatically in the Near Future. Principle of Cur- 
rency Management Seen in Note Circulation and Bank Rate. 


RITISH mastery of the technique 
of finance was acquired through 
centuries of experience with intri- 
cate financial problems world-wide 

in their scope. During the larger part of 
this time a free movement of gold was the 
basic principle of international dealings. 
British ability is such that it is reasonable 
to expect that the superstructure would have 
been equally sound if the basis had been 
silver, paper, or even the crude principle 
of barter, instead of gold. The one essen- 
tial was that any chosen basis should re- 
main firm and unshifting over a sufficient 
length of time. Once the basis loses this 
quality and varies at unforeseen intervals, 
not only as between nations but even within 
the borders of a single nation, then finan- 
cial leaders are apt to lose their bearings 
and to flounder about as helplessly as a mar- 
iner without a compass. Free movement 
of gold has been the financier’s compass. 

Recent years have indicated the plight of 
nations when deprived of financial stability. 
Different standards of currency have pre- 
vailed among nations, and frequent devia- 
tions have deprived most countries of any 
certainty even in respect to their own cur- 
rency bases. Too often the normal function- 
ing of financial laws has been violently in- 
terrupted by moratoria, pegged exchanges 
and even by official repudiations. Great 
Britain was on a paper basis, like most 
other nations. The difficulties encountered 
in making the financial machine run smoothly 
have led to some doubts whether Great 
Britain had not forfeited her position of 
financial leadership, whereas the only justi- 
fiable sentiment should be one of wonder 
that entire chaos had been prevented. 

After the uncertainties of a paper stand- 
ard had continued for a long time, while 
waiting for re-establishment of gold, it was 
inevitable that a substitute standard should 
be proposed by the more venturesome and 
academic financial minds. The most con- 
spicuous suggestion of this sort was set 
forth late in 1923 in the form of “managed 
currency,” as advocated by John M. Keynes 
in his Tract on Monetary Reform. 


Leading Into Conjectural Fields 


HREE leading objections to this pro- 

posal have taken shape. In the first 
place, the plan showed so little toleration 
for the “hopelessly antiquated” gold stand- 
ard that conservative interests, which must 
of necessity dominate in finance, were afraid 
of excessive zeal leading managed currency 
advocates too far into conjectural fields. 


Furthermore, there were too few adherents 
competent to carry out the proposals of 
the brilliant leader. British supremacy, as 
already noted, arises out of long-time experi- 
ence with normal finance rather than out of 
versatility in devising palliatives and cures 
for financial ills. 

But the chief objection to any manage- 
ment proposal is the increasing likelihood 
that events are so shaping themselves that 
the re-establishment of the gold standard 
will come automatically and in the near fu- 
ture. Again three reasons may be cited 
for this anticipation. In the first place the 
Dawes plan proposes a free gold exchange 
for the new German bank as soon as it is 
feasible. Great Britain cannot afford to 
remain on a paper basis, while the mark 
and the dollar are quoted in gold. The 
London Conference on the Dawes policy, 
discussing ways and means for putting the 
Dawes plan into effect, involves some in- 
dorsement of gold exchange. Secondly, a 
number of nations have recently placed them- 
selves at least theoretically on gold, a stand- 
ard which would become effective if Great 
Britain followed suit. At the same time 
other nations, which cannot hope to get 
back to par of exchange, would at once 
stabilize upon a new parity basis. Thus 
there would be a “new deal” in international 
finance and confidence would be established. 


“Wait and See”’ Policy 


A THIRD argument for raising the pound 
to par, on a gold basis, is the obvious 
failure of the “wait and see” policy which 
expected the dollar to decline, through in- 
flation because of surplus gold in the United 
States. This would automatically restore 
sterling without deflation of British prices. 
As inflation still refuses to manifest itself 
in the United States, the only solution, in 
the minds of an increasing number of Brit- 
ish leaders, is to push the pound up and 
to take the consequences. 

This is the strongest argument that 
can be presented in favor of such control. 

It is pertinent at this point to show that 
the principle of “currency management” is 
not at all foreign to British procedure. 
Very interesting illustrations may be drawn 
from the present situation, with respect to 
the circulation of currency notes and with 
respect to the bank rate. Both are man- 
aged, the former by a government group 
and the latter by a private board of direc- 
tors. And, again, both are at present en- 
countering obstacles. 

The currency note circulation is now about 
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£292,000,000. Of this sum, some £50,000,000 
is covered by gold and Bank of England 
notes, leaving a surplus, or fiduciary circula- 
tion, of about £242,000,000. This is only 
six million sterling below the maximum of 
£248,190,900, which may be issued in 1924, 
representing as it does the maximum sum 
actually issued in the year before. A scheme 
of “management,” eager to forestall exces- 
sive paper money, decreed that each suc- 
cessive year could go no higher than the 
preceding year. As the deflation period 
meant less need for notes, the maximum 
declined each year as follows: 


309,988,400 


Accustomed to Bradbury Notes 


and bad trade brought the 
notes down. In the meantime the trad- 
ing public has become so accustomed to Brad- 
bury notes* that they will undoubtedly form 
part of British currency after the gold basis 
is restored. In view of public demand and 
the new price scale, it is likely that the 1924 
maximum represents the lowest point that 
the notes will reach. Since the number 
outstanding on July 1 was within £6,000,000 
of the year’s maximum, there is a quite 
inadequate margin left for legitimate trade 
expansion. The question is, shall the “man- 
agement” provision be changed, or shall lee- 
way be sought through a new device, equally 
safeguarded by laws and by-laws? The 
experience with currency notes tends to 
uphold the views of those who oppose a 
managed currency—the contingencies simply 
cannot be foreseen. On the other hand, a 
very elastic scheme of management is almost 
the same as none at all. 

The control of the bank rate is another 
form of management that is encountering 
difficulties. Under normal gold conditions, a 
change in the bank rate set certain proc- 
esses in motion that had automatic results 
in correcting the exchange rate. Even when 
the standard was gold, the resort to this 
managed-currency emergency method was not 


*The Bradburys are Treasury notes issued by 
the British Government and are similar to the 
““Greenbacks” issued by the United States during 
the Civil War. The notes are in denominations 
of ten shillings and one pound. The name comes 
from John Bradbury, whose signature was first 
to appear on the notes as Secretary of the 
Treasury. 
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shows: 
Between 1864-1874 ....... 114 changes : 
1874-1884 ....... 72 | 
1884-1894 ....... 82 
1894-1904 ....... 41 
1904-1914 ....... 49 
1914-1924 ....... 22 


In the above period of sixty years there were 
380 changes of the rate, or an average of 
one every eight weeks. 

The controversy as to British currency 
returning to a gold basis has been waged 
with increasing fervor in the last year. No 
clear decision has been arrived at, but within 
the last few months the opinion has been 
gaining strength that the most satisfactory 
way of bringing this about is through an 
early increase of the bank rate from 4 to 
5 per cent. The specific recommendation 
is that of Dr. Walter Leaf, chairman or 
the Westminster Bank. The question im- 
mediately arises whether such a rise, at a 
time of unstabilized paper currency, will 
have the desired result of taking up a 10 
per cent depreciation of the pound. Oppo- 
nents contend that such will not be the 
case. The bank rate has for some time 
been ineffective—that is, the spread between 
the rate, as the highest in the market, anc 
the deposit rate, as the lowest, is from % 
to 1 per cent greater than true functioning 
of the rate should permit. The mere an- 
ticipation of an early rise has already re- 
sulted in a hardening of the discount rate, 


anticipating an increase which would cer- A D 1 Fre Cc t O r S 4 R O O m 


tainly accompany a higher bank rate. a ie 
The question is how long this effect would f D d { h 
continue. The last preceding rise, on July O lonity an arm 
5, 1923, met conditions for only a brief 
period, exchange subsequently falling fifty 


- 


points. Walls and ceilings paneled with 
Against the principle of a higher rate, and ° 
emphatically opposed to its application at black walnut to match the f urniture 
the will of a small group of “managers” 
who have a particular purpose in view, there - wattes 
are many objections, arising from a variety INE banking rooms deserve fine cabi- 
of interests. Aside from the above-men- net work. work done by artists work- 
tioned belief that a higher rate might fail . 
104 ing in wood with craftsmanship and skill. 
there is a strong feeling that this would 
,. not happen before September, the date at The Maas - Neimeyer craftsmen execute 
which common opinion expects the Dawes 
plan to become operative. The present cabinet work in the spirit of fine furni- 
| and in money rates. Prices, acceptances ; 
> and advances have been sluggish; unemploy- (such as the one above) bear witness to 
ment, after weeks of steady decline, has hei kill 
reached a fairly stable condition at a little their skill. 
over 1,000,000; finally the heavy seasonal 
buying, culminating in the autumn, is a peren- It will pay you and your contractor to 
nial influence, depressing exchange, that is 
more powerful than the decrees of any man- have a Maas-Neimeyer estimate on your 


agers in boosting exchange. 
The preceding paragraphs uphold no the- 
ory of finance in opposition to any other 


theory. They merely point to the fact that, 
even in the most competent hands and under M A A S - N E I M E BS E R 
normal conditions, financial direction is a 


most complex affair, requiring age-long ex- | 3 U M B E R C O M P A N . 


cabinet work. 


international financial leader is not lightly 
won—and, once obtained, confers upon its 
wearer no degree of infallibility. There is 

\\ no short cut on the road to financial suprem- 
acy, obstacles must be surmounted as they 
present themselves. 


perience and adaptability. The crown of 
921 East Twenty-first St. INDIANAPOLIS, IND. 


Write for an interesting portfolio of jobs we have done. 
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Postage vs. Interest 


What a change there would be 
in the routing of bank mail if 
the rate of postage were based 
upon the elapsed time between 
the date of posting and the 
delivery of the contents at the 


final destination! 


Yet the cost of postage is neg- 
ligible compared with the loss 
of interest on collections per- 
mitted to waste nights in post 
ofhces and days in bank mail 


racks. 


Collections with documents at- 
tached sent to us are forwarded 
direct within two hourswhether 


received by day or night. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus and Profits $16,800,000 
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Agricultural Credits 
(Continued from page 185) 


the difficulties and place an additional bar- 
rier in the way of restoration of sound basic, 
conditions. 

“Although the corporation has rendered 
aid to a large number of people through its 
aid to banks, it has also assisted some in- 
dividuals directly. It has relieved some 
farmers of excessive interest charges on 
their past-due taxes, and it is intended to 
assist a great many more as soon as it can 
safely do so and not be in conflict with ex- 
isting laws and ruling in some of the 
States.” 


Assisting Late Seeding 


“ corporation got under way in time 
to assist a few cases of late seeding. 
This was an activity, however, which did 
not afford very much opportunity for assist- 
ance by the corporation as the seed was pur- 
chased elsewhere in time. 

“With the defeat in Congress of the Nor- 
beck-Buntress bill, which was intended to 
assist individual farmers in a small way to 
add to their farming activities in a profitable 
manner through the purchase of dairy cows, 
sheep, hogs and other farm animals, Presi- 
dent Coolidge suggested that the corpora- 
tion might take on such work with a view 
to seeking where aid, if any, could be ren- 
dered on a business basis. A start has been 
made in this direction, a department or- 
ganized consisting of an officer in charge 
with one assistant in the office, together with 
several field men who are acting as pur- 
chasers of the animals desired by the farm- 
ers. In order to keep down operating ex- 
pense, it was decided to enlist the services 
of local people and approximately two hun- 
dred local committees have been formed, 
which committees have been and are being 
supplied with application blanks. These ap- 
plication blanks set forth the financial con- 
dition of the applicant, his experience in 
handling the kind of farm animals desired, 
his facilities for housing, watering, feeding 
and caring for the animals. Each commit- 
tee’s orders are pooled and the animals de- 
sired purchased at the nearest point possible 
and sold to the approved applicants at cost 
laid down with a very nominal charge added 
to cover purchasing and general overhead 
expenses such as coverage of the animals 
with insurance against fire, lightning and 
tornado. The farmer is given four years in 
which to pay for the animals, 10 per cent of 
the principal being due at the end of the 
first year, 20 per cent the second year, and 
so on, with interest at the rate of 6 per cent 
per annum. The corporation takes as secur- 
ity a chattel mortgage on the animals pur- 
chased, and in some instances an additional 
mortgage on some other property which the 
farmer may have and be in a position to 
offer as security. 

“The purchase of good grade cows is 
strongly advocated by the corporation, with 
provision for the availability of a pure-bred 
sire. It has been found that while there are 
thousands of farmers in some of these 
States in which the corporation operates 
who have no cows of any kind, many other 
farmers have cows of the so-called scrub 
type. 
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Fate of National Bank Notes 


(Continued from page 137) 


tributed to the capital of the Federal Re- 
serve Banks. 

As the note issuing capacity of the Fed- 
eral Reserve Banks is strictly limited to the 
resources contributed by their members, 
such a withdrawal would curtail that capac- 
ity in proportion. Now, assuming further 
that the reason for the general withdrawal 
was the taking away of the circulation 
privilege, a situation is produced where to 
the loss of over $700,000,000 in national 
bank notes would have to be added the loss 
of Federal Reserve note issuing capacity 
commensurate with the volume of member 
bank resources withdrawn. This puts a 
different aspect on the idea that the national 
bank notes would be supplanted by Federal 
Reserve notes. There would be a compound 
reduction of note issuing capacity. 


Reaching the Limit 


HE value of an elastic currency must, 

in the last analysis, be fixed in relation 
to its utmost limits of expansion. When 
there is actual need for a vast volume of 
currency, the fact that an end of issuing 
capacity is reached produces a strained situ- 
ation just as much as when the end is 
reached of a lesser capacity. 

This was forcibly demonstrated in the 
fall of 1921 when the reserve ratio of the 
Federal Reserve Banks was drawn down to 
the stopping point. It is true that the Board 
could have voted to suspend reserve require- 
ments but it did not, holding the American 
currency, the only currency in the world on 
a gold basis. So long as the required re- 
serve is maintained, the charge of inflation 
may be brought in a time of enormous ex- 
pansion but not of fiat money. If business 
demands enormous volume the capacity 
should be there to meet the demand on a 
sound basis, for there is in such a time 
grave danger of slipping over to a fiat basis 
or the danger of panic. In 1921 an end 
of note issuing capacity was reached. 
Suppose there had _ been  $700,000,000 
less note issuing capacity in the country 
at that time! It is contended by the defend- 
ers of the national bank note that there 
might again come a time when not only 
would there be no national bank note cur- 
rency but a contracted capacity to issue Fed- 
eral Reserve notes. 

It is pointed out that the Federal Reserve 
currency, on its present basis, furnishes the 
natural, normal medium of circulation and 
accommodation of business when there is 
no stress. Today, for instance, with a re- 
serve ratio of around 80, the spectacle of an 
exhausted note issuing capacity seems fan- 
tastically remote, but when the Federal Re- 
serve Act was passed the pressure against 
the 40 per cent reserve which came in 1921 
was undreamed. It was unthinkable! When 
‘such a time comes, to have in addition, a 


broad basis of national bank notes provides 
that much more elasticity. A situation is 
produced where a long start is given before 
the elasticity has to function. Furthermore, 
it would be possible in such a time for an 
actual, fresh elasticity to be induced by the 
big city national banks taking out their 
quotas of national bank notes, now merely 
latent. This would be actual elasticity and 
the latent power is so substantial that very 
real additional expansion would be possible. 


Governor Crissinger’s Proposal 


UCH additional issues would not be pos- 
sible under the existing circulation bond 
situation, but D. R. Crissinger, Governor of 
the Federal Reserve Board, has a proposal 
which would alter this impassé. He advo- 
cates the issuance of many more bonds 
bearing the circulation privilege. These 
he would have pay going rates, which would 
not be much higher than the circulation 
bond rates a good deal of the time. The 
Treasury, he points out, must have bonds 
outstanding for many years. He sees no 
reason for not making a large proportion 
of them circulation bonds. The banks then 
could afford to hold them as investments and 
the supply would be sufficiently ample so 
that, in time of stress, it would be possible 
to go into the open market and pick up 
enough to take out the desired circulation. 
This is a new idea but is entitled to much 
respect coming from a national banker who 
has served as Comptroller of the Currency, 
now is Governor of the Federal Reserve 
Board and, presumably, is unusually well 
qualified to see all aspects of the situation. 
It is a foregone conclusion that the sub- 
ject will come up for discussion in the 
forthcoming session of Congress and at that 
time the matter can be canvassed with the 
care it appears to deserve. 

There is a natural growth in the resources 
of member banks which, in ordinary cir- 
cumstances, will keep pace with the needs 
of the Federal Reserve bank note issuing 
capacity for expansion. But if many na- 
tional banks are driven from the system this 
growth is materially retarded and might 
be reversed; probably would be at first. 
Even should the remaining member banks 
grow to a size sufficient to form a basis 
for an adequate volume of notes, it will be 
seen that the note issuing power would be 
in the hands of a small group of immensely 
rich banking institutions—perhaps a money 
trust beside which that of Mr. Pujo would 
seem insignificant. 

Inasmuch as it requires direct coopera- 
tion between the private member bank on 
the one hand and the Government on the 
other to bring a Federal Reserve note into 
circulation it naturally follows that the 
banking institution could practically control 
the volume of this type of currency ac- 
corded the public. The American bankers 
and the American public have, in the past, 
shown a strong disinclination to have their 
money issues governed by a few strong 
financial institutions. 


For Every Figure 
Job in Every Bank 


awthere is a Burroughs 
machine which 
will do the work 
more efficiently 
with speed, accuracy 
and economy of 
time and effort. 


Burroughs 


ADDING - BOOKKEEPING - BILLING-CALCULATING MACHINES 


DETROIT, MICHIGAN 


Warnings 


Read the Protective Sec 
tion of the Journal for Warn- 
ings Which May Prevent 
Losses to Banks. 
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THIS IS THE HIGHEST GRADE Sys- 
TEM REQUIRED BY THE INSURANCE 
UNDERWRITERS AND THE HIGHEST 
GRADE SYSTEM PASSED AND LISTED 
BY THE UNDERWRITERS LABORA- 
TORIES, INC. 


THE HIGHEST 


WE HAVE MORE 
COMPLETE ELEC- 
TRICAL LOCAL 
BANK BURGLAR 
ALARM SYSTEMS 
THAN ALL OTHER 
COMPANIES COM- 
BINED. 


“THE OUTWARD SIGN 
OF INWARD SECURITY" 


SEND TO US FOR INFORMATION ABOUT 
VAULT CLASSIFICATIONS 


Oo. B. MCCLINTOCK CO. 
PAID UP CAPITAL MORE THAN $400,000.00 
MINNEAPOLIS, MINNESOTA 


30 CHURCH ST. 647 SANTA FE AVE, 
NEW YORK LOS ANGELES 
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NEW YOR 


This Bank 


“Transit Number” 


Machine 
for use in 


Banks only. 


Equipped with Automatic 

Self-Inking Device 
Write for further details regarding this New Bank 
Transit number model for use in banks only to 


Spots in Forgeries 
(Continued from page 143) 


F. Mayer was an adroit check kiter, who 
managed to obtain enough working capital 
to lay his plans for a big haul. He would 
open accounts with four or five banks in a 
sizeable city. The largest account ran 
around $5,000. By kiting checks back and 
forth between the several banks, he would 
establish his identity with the tellers 
and become known as a man accustomed 
to deal in rather large figures. Mayer had 
to do this very carefully, because his appear- 
ance was against him. He looked like a 
crook. 

After conducting these preliminaries for 
a few weeks, Mayer would go to the bank 
where he had his largest account and ask 
that a certified check be issued to him for 
substantially all of the money remaining to 
his credit. From the genuine check, he 
would make four or five duplicates. Mayer 
was a clever penman and his forged checks 
were skillfully done. 

In turn, Mayer would visit the other 
banks, where he had established small ac- 
counts. Inasmuch as he had cashed checks 
for some time, he had no trouble estab- 
lishing his identity. While the check was 
for several thousand dollars, it bore ap- 
parent certification and appeared to be 
good. Mayer generally had little trouble 
in getting the banks to honor the certified 
checks. If a teller took the precaution of 
calling the issuing bank on the telephone 
to inquire if it had made out such a certi- 
fied check, he would gain confirmation. This 
act served as a safeguard for Mayer, be- 
cause he would thus be warned against en- 
deavoring to cash the other bogus certified 
checks. 

But even the “perfect” forgery scheme 
cannot be worked with impunity. 

Mayer succeeded in defrauding Kansas 
City banks out of $27,000 and made his es- 
cape. A few months later he was walking 
down the streets of Los Angeles when a 
teller who had honored one of the bogus 
checks in the middle western city recog- 
nized him as the master forger. Mayer 
took to his heels with the former teller in 
hot pursuit, and the criminal lost. The lik- 
lihood of being recognized is one hazard 
that the forger must always run. If he 
works through an accomplice, he is facing 
a double hazard, for there is always the 
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Your “Transit Number” written on each of your checks, to protect you. 


- THE SAFE-GUARD CHECK WRITER - 


possibility of this confederate turning 
against and delivering him over to the 
state. The records show that the activi- 
ties of many forgers are revealed through 
the women companions that the operators 
almost invariably have. Crime never pays 
and sooner or later every forger may ex- 
pect to fall into the toils of the law. 


The Same Old Stuff 


HE losses sustained through forgeries 

are mounting up to a staggering total 
and, surprisingly enough, the greater part 
of the toll on the banks may be attributed 
to the failure of the tellers to observe the 
one time-revered rule. It is the “same old 
stuff” that works—allowing depositors to 
draw against uncollected items, issuing cash- 
ier’s checks in exchange for checks that 
later prove to be bogus, and permitting de- 
positors to overdraw their accounts by fail- 
ing to check up on their balances. 

The lack of caution on the part of some 
banks is amazing. Perhaps the prize story 
of all times was recently enacted in a west- 
ern state, where the number of banks mul- 
tiplied rapidly during the post-war boom. 

A certain bank had reached the stage 
where it needed the infusion of new capi- 
tal. The opportunity for such an invest- 
ment was brought to the attention of a 
newcomer in the city. There were some 
negotiations, and an understanding was 
reached by the principals of the bank that, if 
the newcomer invested a certain amount, 
he would be made a vice-president of the 
institution. So after the details of the 
transaction had been agreed upon, the new- 
comer tendered a check on a bank in a far- 
away state in payment for the stock. Before 
the item was collected, the stranger was 
installed as vice-president. And in this 
capacity he issued several certificates of 
deposits to friends of his. These were 
cashed. A few days later the bank was 
advised that the check, tendered in payment 
for the stock, was no good. In the mean- 
time the newcomer had disappeared. The 
bank was wrecked. 


How Banks Are Protected 


F course, the banks themselves do not 
suffer these losses in every case because 
they protect the interests of their deposi- 
tors by taking out forgery insurance. Many 
of the banks readily adopt the most ad- 


vanced mechanical devices to make the op- 
erations of the forgers more difficult. The 
fact that many banks still use merely 
a cheap rubber stamp to certify checks that 
might be duplicated for less than a dollar 
plays into the hands of the operators. While 
the reputable firms would not make these 
stamps for the crooks, instances have been 
known where the forgers acquired the stamps 
piecemeal and later assembled the parts in 
the one completed instrument. 

A relentless, sustained hunt is conducted 
to apprehend the forgers. 

The new twists, the variations in the 
methods, the latest ruses used are followed 
by the detectives in much the same way as 
a dramatic critic would review the new 
shows. They are the “first-nighters” watch- 
ing the artists ready to spot the latest and 
most effective bit of artistry. The modes 
of operation are almost immediately broad- 
casted throughout the country, so the forger 
has at once a nation-wide audience to follow 
his work. 

The American Bankers Association alone, 
through its Protective Division, spends more 
than $100,000 a year to check depredations 
against banks. Under its rules the same 
vigor in prosecution may be exercised in 
the case of a man who forges a check for 
$10 as in the case of one of the master 
forgers, dealing in thousands. If the total 
amount spent by the bankers’ associations. 
the surety companies and the local, state 
and federal agencies were lumped together, 
it would run into impressive figures. For, 
inasmuch as 95 per cent of all business is 
conducted through the medium of check 
payments, it is recognized how imperative 
it is to keep the channel of trade free from 
this undermining influence, striking at its 
integrity. 


The American farm is not noted for its 
large yields per acre says the Banker- 
Farmer. European countries outrank us in 
this respect. A recent report from the 
United States Department of Agriculture 
shows that Europe is producing approxi- 
mately 61 per cent more wheat per acre, 70 
per cent more rye, 47 per cent more barley, 
56 per cent more oats, and 80 per cent more 
tobacco. This is accomplished through the 
use of more labor and usually at increased 
cost per unit of production. 
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